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One commercial center can at times distribute a certain prod- 
uct or products to all the peoples of western civilization and 
for those products, at least, becomes a world entrepot. The 
conditions under which this can happen are unusual and are 
passing away, and the commodities that lend themselves to this 
method of distribution must have special qualifications. The 
strongest of these qualifications is that the goods shall have high 
value and small bulk. For goods of high value the freight 
rate is relatively insignificant and the long and devious jour- 
neys are not a serious handicap. As they have small bulk 
there is not the demand for a whole shipload of them in any 
one place, and so it is really cheaper to let them wend their 
way by transshipments through the common center or entrepot. 

A third factor of influence is the question of distance. The 
more remote the origins and destinations of the traffic, the 
stronger is the hold upon this trade of the entrepot with its 
Organization of routes. The trade that best answers to this 
description and is therefore best fitted to be handled through 
an entrepot is that from the Orient to the western world. For 
many centuries it has comprised articles of small bulk and high 
value—spices, drugs, silks, curios, and tea. These were articles 
consumed everywhere among the wesiern peoples, but always 
in small quantities. It was commercial economy that these prod- 
ucts should be distributed among occidental countries from some 
western entrepot. The city best fitted to render this distributing 
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service was the one with the most varied industry and resulting 
local commerce, with its accessory network of vessel connections. 
The passing of this trade from route to route and from center to 
center affords an interesting study of commerce as affected by 
politics, discovery, invention, geographic control, and resulting 
economic conditions. 

During the ordered period of the Roman Empire this unim- 
peded commerce was divided among many cities. After the 
fall of the Empire in the West, Constantinople, the seat of the 
strongest European power, became the richest commercial city 
of Europe and one of the important gateways to the East. 
Since the decline of the Byzantine Empire some one city has 
controlled a large share or even a monopoly of the valuable 
commerce that passed between eastern Asia and western Europe, 
and this city has been an object of envy for the trading world. 
Venice was the first of the series. The products of the Orient 
were brought over the caravan route through Persia, Syria, and 
Arabia to the ports of the eastern Mediterranean, whence they 
were carried by ships to the western Mediterranean. The fore- 
most powers upon this sea were the city republics of Italy. 
These republics strove among themselves for the eastern trade. 
They were after monopoly, and the fleets of Venice triumphed. 
Her economic conditions had given her the best fleets and the 
widest commercial connections, for the city on the tiny islets 
had been compelled for centuries to carry in ships every article 
of food and raw material used by her population. Europe 
was compelled to purchase silks, spices, perfumes, and other 
oriental products from the Venetians. In the days of her 
monopoly the Mediterranean peoples dealt directly with her 
and regular convoys of precious goods were sent across the 
Alps and down the Rhine to supply the northern countries. 
Another part of this northern trade went by the sea routes 
through the Straits of Gibraltar, but by land or sea the desti- 
nation of the eastern cargo was the same—the Netherlands. 
Here was the greatest center of population, industry, wealth, 
commerce, and shipping connections north of the Mediterranean. 
For four centuries Bruges had been the metropolis of the Low 
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Countries, lying securely on the canals that connected the Rhine 
with the ocean. By 1488 the silting up of her harbor and 
the increasing size of ships rendered the port no longer acces- 
sible, and in that year many of her merchants emigrated to 
Antwerp on the more open Schelde. 

The ships of Venice could ride unchallenged on the Mediter- 
ranean and carry back in triumph the pillars of cathedrals from 
Constantinople and eastern products if they could be got at 
any port upon the Levantine seas, but Venice could do nothing 
with the conquering hordes of Turkish horsemen who overran 
western Asia and interfered with the caravan route to India. 
About the same time Vasco de Gama discovered the sea route to 
India, and in 1499 the first merchant ships that rounded the 
Cape of Good Hope brought Indian cargo to Lisbon. It is said 
that the news of the discovery of the new route caused stocks 
upon the Venetian exchange to decline in a day to one-half their 
former value. 

Lisbon quickly succeeded Venice as the European entrepot 
for oriental products. The Portuguese government monopolized 
the spice trade, and the profits were 400 per cent. Lisbon, how- 
ever, lacked the requirements necessary for a commercial metropo- 
lis. She was not the natural center of a network of local routes 
that had arisen as servitors of her industries. She had no 
local industries worth mentioning, and as to commerce, she had 
at best been but the emporium for the comparatively small trade 
of the Azores, the Canaries, and West Africa. While she had 
been the head station in the sea trade between Venice and the 
Netherlands, it was but a ship-provisioning place. Hence the 
Portuguese spice importers provided for the distribution of their 
Indian goods by establishing factories in Antwerp, which city 
had recently succeeded Bruges as the metropolis of the Rhine 
delta. While this Lisbon agency business continued, the Flemish 
manufacturing towns continued to increase in industry and the 
Flemish metropolis became a market for English wool; for 
skins, flax, grain, and wood from the Baltic countries; for 
metals, hardware, glass, and dyes from Germany: for Rhenish 
and French wines; for Italian brocades; for Spanish fruits; for 
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the products of the Levant, as well as spices from Lisbon. 
By 1550 Antwerp was the metropolis of Europe, and 2,500 
ships lay in her harbor. 

It appears that in the beginning Antwerp prospered above 
the other Netherlands cities because foreigners were free to 
come and trade at all times, while at other cities they were 
under restrictions most of the year. At that period it was 
customary for the leading cities to have annual fairs, when 
traveling merchants traded on equal footing with the resident 
burghers. At all other times the foreigner must deal through 
a local broker. Antwerp was at all times a free trading city 
and thither the merchants of Bruges emigrated and the trav- 
eling traders from all Europe congregated ; and the city prospered 
till the sieges of the Spaniards closed it for a time and the final 
subjugation by Spain in 1585 drove away all who would not 
subscribe to the Catholic faith. In one year 19,000 people, 
including the leading merchants, emigrated, most of them to 
Amsterdam, for the Netherlands were still the industrial center 
of gravity of Europe, the Netherlanders the greatest traders, 
and Amsterdam became the new entrepot for the distribution of 
oriental cargoes. In the next ten years—1585-95—Amsterdam 
nearly doubled in size. The Dutch provinces, being still at 
war with the now united kingdom of Spain and Portugal, 
could not import East Indian products from Lisbon. Accord- 
ingly, companies were formed for eastern trade, and in 1595 
the first expedition brought the products of the Indies direct to 
Holland. This circumnavigation of Portugal ended her ninety- 
six years of monopoly of the shipway to the Indies. In the ~ 
first decade of the seventeenth century, the triumphant Dutch 
navy conquered the colonial empire of Portugal, and the Dutch 
East India Company practically monopolized the trade between 
the Cape of Good Hope and the Straits of Magellan. The 
merchants of Holland controlled the trade of the Rhine Valley 
up to Basel, and the old Hanseatic posts had in most cases 
become their agencies. By 1645 the Dutch fleets had a practical 
monopoly of the North Sea fisheries, they were doing most of 
the carrying trade of Europe, and during the English civil war 
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they even carried the commerce between England and her colo- 
nies. In Colbert’s time it was estimated that there were 20,000 
merchant vessels in Europe, and of these the Hollanders owned 
from 15,000 to 16,000. Amsterdam became not only the com- 
mercial but also the financial capital of Europe and of the world. 

The prosperity of Holland brought her into conflict with the 
rising powers of England and France. In the latter half of 
the seventeenth century a series of wars with these countries 
severely taxed her resources. Oliver Cromwell’s Navigation 
Act of 1651 was a direct and severe blow at the Dutch carry- 
ing trade, as well as a direct admission that the English could 
not compete with the Dutch on even terms. By these new 
regulations only English vessels could engage in the English 
coasting trade or in the trade with the English colonies. For- 
eign goods must come to England in the ships of the country 
producing them or in English ships, and they must come direct, 
ie., German or Indian goods could not come via Amsterdam. 
Further than this, fish that came into English ports must have 
been caught by English ships. These stringent regulations 
served to free England from her dependence upon Dutch ves- 
sels, and gradually built up an English marine, but England’s 
position of independence was not exchanged for that of inter- 
national distributer until her industries made her the greatest 
exporting and importing nation. For half a century after the 
Navigation Act was in force Amsterdam was more important 
than London, and she was a strong rival for another fifty 
years. The Netherlands were the leaders in the textile indus- 
tries and a potent force in European commerce so long as the 
system of household labor and hand power prevailed. The age 
of machinery dawned in England, and with its development came 
English supremacy. Holland had hands and windmills for driv- 
ing looms, but England had waterwheels and steam. 

England, free from the wars and disturbances of the con- 
tinent, had become a refuge for many exiled weavers, and the 
efficiency of labor was increased by the use of water power. 
Coal was used in the smelting of iron, and the abundance of 
these minerals, the bases of manufacturing industry, enabled 
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England to develop machinery, use steam, and lead the world 
in industry. The continuous and destructive wars of the Napo- 
leonic period kept the industries of the entire continent at a 
standstill, while those of England were undisturbed and rapidly 
increasing. English commerce and English riches made unprece- 
dented gains because all parties in the continental conflict were 
compelled to buy English goods. The maritime independence 
due to the Navigation Acts became naval supremacy through 
the wars of the later eighteenth century and the victories of 
Nelson. At the beginning of the nineteenth century England 
had most of the eastern colonies that had belonged to Portugal, 
Holland, and France, and the British East India Company had 
practically succeeded the Dutch East India Company as the con- 
veyors of oriental produce. On the basis of the best supplies 
of coal and iron then available, England had, in a century and 
a half of undisturbed internal peace, become the country with 
the greatest industry and the greatest commerce. She had as 
a result the best commercial connections and had succeeded Hol- 
land as the greatest international carrier. In this period she 
called herself the workshop of the world. London was its 
metropolis, its greatest trade center, and the distributer of the 
products of Asia. The star of Amsterdam had set. 

But the importance of this intermediary or entrepot trade 
must not be overestimated, for it has always been subsidiary 
to the commerce that is essentially British in its origin or 
destination. This was true of London in 1865 when she was 
the undisputed world metropolis and it is true in greater degree 
in the present when her supremacy is passing away. 

The era of the world distributer has been for centuries on 
the wane in a relative sense, but now it is rapidly disappear- 
ing. The later entrepots have had a less binding grip upon 
the trade than their predecessors held. Amsterdam’s monopoly 
was less complete than that of Venice. The predominance of 
London was never as complete as that of Amsterdam, and 
London will not even have any single successor unless some 
unforeseen factors reverse the commercial tendencies of the 
present. 




















THE WORLD ENTREPOT 703 


Two reasons will largely explain the passing of the world 
entrepot: first, the tremendous increase in the bulk of world 
commerce; the second grows out of the first and is the multi- 
plication of steamship and railway lines which enables many 
cities to serve as entrepots for limited areas. 

The great inventions of the present era have made labor 
several times more productive than it was a century ago. The 
materials of commerce have increased many fold. The better- 
ment of land and river transportation has made the delivery 
of this freight at the seaports possible, and the modern ocean 
steamship has equally facilitated the carriage from port to port, 
from continent to continent. These changes have permitted a 
rapid increase in population in commercial countries and have 
brought about the settlement of new continents. 

The wildernesses of North and South America, of Australia 
and Africa have become civilized lands having wide commercial 
relations. Where an occasional trading ship loaded with valu- 
ables and trinkets made a bartering cruise in 1800, fleets of 
steamers assembled in 1900 to carry away the coarser bulky 
staples of international trade, and in the first decade of the twen- 
tieth century the progress in this direction has been more rapid 
than ever. 

This new intercontinental trade has reached such great pro- 
portions that it would be physically impossible for one port to 
distribute it. The converse of this is also true. Cities and 
countries remote from London have such demand for the now 
bulkier eastern goods that they can import them directly in 
shiploads. This fact alone has caused decentralization of trade, 
and has caused London to be (proportionally) so much less a 
center of the world’s trade than was Venice in 1450, Antwerp in 
1550, Amsterdam in 1650, or London herself in 1850. But 
nevertheless England, especially London, had a strong hold dur- 
ing the greater part of the nineteenth century. She was the first 
country to develop a good network of ocean lines after the peace 
of 1815. Lines went to the Continent, fo the United States, and 
from the days of the old British East India Company there had 
been frequent connection with the East Indies. With this equip- 
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ment of commercial routes the leadership of England and the 
entrepot traffic of London was most natural. 

When Germany, Denmark, France, Belgium, or the United 
States wanted small shipments of Indian or oriental goods, it 
was convenient and financially advantageous to get these goods in 
England because Germany, Denmark, France, Belgium, and 
the United States had regular and frequent connections with 
England and England had connections with India. In reverse 
manner, when America and Germany exported small quan- 
tities of goods to the East, the cheapest way to send them was 
often by the English vessels. When forty or fifty cargo ships 
passed annually between eastern Asia and the western world, 
London was the great distributer of eastern produce and place of 
supply for eastern imports of western goods. There are now 
probably hundreds of ships trading in the place of the pre- 
vious tens, and each ship is much larger. London is still the 
leader, and richer than ever, but other cities are also distributing 
the products of the East. As soon as a city has a local trade 
large enough to dispose of shiploads rather than small ship- 
ments of eastern produce, there is an end to the advantage of 
trading through the intermediate port, and direct connections are 
likely to be established. Half a dozen British ports have direct 
lines to the East. German lines go from Hamburg and Bre- 
men, the French lines from Havre and Marseilles, and the 
Austrian from Trieste. There are frequent and regular eastern 
sailings from Antwerp, Genoa, and once a month from Copen- 
hagen. New York also has regular connection with the Orient, 
Australia, Cape of Good Hope, the coast of South America, 
the ports of the Mediterranean and the Baltic. 

The increase of direct connections and the growing com- 
plexity of the international trade route net is a pronounced and 
characteristic tendency of the later decades of the nineteenth cen- 
tury and of the present. England retains her position of inde- 
pendence, but other countries are advancing toward a similar 
independence. 

As England between 1750 and 1850 established the factory 
system, built up industrial cities, a foreign trade, and lines of 





THE WORLD ENTREPOT 705 


communication, so between 1850 and 1900 have the continental 
countries and the United States experienced the same industrial 
revolution and the accompanying growth of cities and of indus- 
tries. The last and inevitable step in the chain of events has 
been the establishment of direct communications between the 
Orient and other ends of the earth to give an outlet and supply 
for these new-grown centers of industry. There is a conse- 
quent tendency for each country to raise up its own entrepot. As 
soon as an indirect trade becomes important and regular, it is 
taken over by a direct line established for that purpose. Ham- 
burg has, in large degree, succeeded London and Liverpool as the 
basis of foreign goods supply for Scandinavia and the Baltic, but 
almost before Hamburg is secure in her new trade possession, 
lines of steamers are beginring to carry the products of America 
and the Orient direct to Stockholm, to Copenhagen, and the Rus- 
sian ports. This trade is new and as yet unimportant, but it 
shows the tendency. Lines from the United States to Genoa 
have practically displaced trade via Liverpool, and the more 
recently established New York line to Constantinople and the 
Levant is cutting off the trade to the United States via Genoa 
and Marseilles. An examination of port connections the world 
over will show the same conditions of decentralization and grow- 
ing freedom from a few great ports that has taken place in 
Great Britain and the continent of Europe. Two examples will 
suffice to show the tendency. 

The increasing trade of the ports of North China adjacent 
to the Gulf of Pecheelee makes it profitable for occasional 
vessels to take cargo direct from America and Europe to the 
ports of Tientsin, Niuchwang, and Talienwan. A short time ago 
nearly all of the trade of East Asia was first laid down at 
the great entrepots of Hong Kong, Shanghai, and Yokohama 
for final distribution in small craft. As commercial develop- 
ment on this north coast continues and satisfactory harbors are 
made, there is less and less dependence upon these entrepots 
and more direct connection with the remote bases of supply at 
San Francisco, Seattle, London, Liverpool, Hamburg, and 
Marseilles. P 
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Another example of this world tendency comes from Aus- 
tralia. For many years the sparse population of West Aus- 
tralia has secured the greater part of its European and American 
goods by the coasting steamers that come from Sydney and 
Melbourne. Since 1898 the rich gold discoveries have so 
increased the population and trade that the West Coast now 
receives direct European steamers and is in large measure freed 
from its dependence upon the East Coast cities as bases of 
supply for European goods. 

The reader must keep in mind that decentralization does not 
necessarily destroy the old trade center. The statements concern- 
ing declining importance are relative, applying to percentages of 
rapidly growing wholes, and not in any way to absolute quanti- 
ties. Commerce is increasing with unprecedented rapidity, and 
the new developments, the new trade routes, are made by and for 
the new commerce. Meanwhile, it is usually true that the par- 
ticular trade that inevitably belongs to the old center has also 
increased and with it the city’s prosperity. It is still a distribu- 
ting center, but for a small territory with increased commercial 
activity. Antwerp now ranks fifth or sixth among the world’s 
commercial cities, being little more than one of the two chief 
outlets for the Rhine Valley. But she is about five times as 
large as when she was the world’s metropolis, is rapidly out- 
growing her new walls, and has under construction harbor 
extensions that would shelter all the ships and handle all the 
traffic of her palmy world-entrepot days. London’s distribut- 
ing trade has suffered from the competition of Hamburg, Bre- 
men, Marseilles, the revived Antwerp, of New York, and other 
cities, but London has millions more people than she had in 
1856 when the first Hamburg transoceanic steamship line was 
established. New York handles a smaller and smaller per- 
centage of the foreign trade of the United States, but as other 
American cities increase their imports and exports, New York’s 
foreign trade reaches a total greater than that of any other 
city in the world. 

The question of international distributing centers is not alone 
affected by routes of transportation and the establishment of 
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direct connections. The uniformity or lack of uniformity in the 
quality of commodities does much to decide whether they shall 
go direct at the first opportunity, or continue to go by way of 
some great center. In general, it may be said that commodities 
that can be accurately graded and sold by grade, can be and 
are sent directly to their destination, while commodities that can- 
not be accurately described but must be inspected before purchase 
are often bought and sold at some convenient intermediate 
point which comes to be recognized 2s a “market” for a certain 
commodity or commodities. 

Wheat is an example of the gradable commodities. A buyer 
is certain what he will get when he buys No. 1 or No. 2 of a 
certain kind of wheat, graded in a certain market. Accordingly, 
ships load in California, Argentine, or the Atlantic Coast of the 
United States or Canada and start toward Europe. The cargo 
is sold by telegraph, and the captain of the ship learns his desti- 
nation by signals as he passes the Madeira Islands, or some 
point on the English or Irish coasts. 

Such transactions are impossible with the ungradable articles, 
of which wool, tea, and ivory may be taken as examples. The 
value of these commodities is affected by so many conditions 
that they must be examined before being purchased. The sheep’s 
fleece is often cut into five or six pieces at the shearing table 
and the wool bale of commerce contains only one of these kinds. 
The value of the bale depends upon the skill of the wool baler 
on the sheep ranch. It also depends upon the breed, the 
ancestry, and the food of the sheep, which affect the length, fine- 
ness, and strength of the fiber. The character of the soil in 
different localities gives the raw wool a varying proportion of 
dirt; the heat of the climate and the variations of the seasons 
give it a varying percentage of grease, a drought and accom- 
panying shortage of food reduce the physical condition of the 
sheep and make a weak place in the fiber. The wool buyer 
needs to consider all these factors in purchasing. He must, 
therefore, see and feel the wool before buying, and a mistake 
in judgment may cause large financial loss. The wool buyer is 
a highly paid expert, and it has always been profitable for the 
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wool manufacturers of the United States, England, and the Con- 
tinent to secure a large share of Australian wool (the highest 
grade of wool) at the London wool auctions, where inspection 
is easier than in Australia. 

The tea trade shows a similar situation. The crop from a 
single plantation may have a dozen different grades. The next 
plantation can produce yet another dozen different grades, and 
there are altogether hundreds of kinds offered at a single Lon- 
don tea auction. A few years ago an attempt was made in 
London to sell tea on grade, like wheat. Arbitrators were 
appointed and a schedule was made out, providing an elaborate 
scale of discounts and premiums. A merchant bought a certain 
grade of tea at, say, ten pence per pound, but upon delivery 
the London graders reported it as so many points above or 
below that grade, and the merchant had accordingly to pay so 
much per point more or less than the bargain price. As each 
merchant had usually established a reputation for selling cer- 
tain kinds of tea, the grading system often gave them stocks 
they could not use. Hence the system failed and London again 
has tea auctions, as well as wool auctions, but they have lost 
much of their importance, the establishment of direct connec- 
tions having taken away a large share of the international dis- 
tributing trade, although the variation in tea and the auction 
have delayed the process. 

Ivory is likewise of uncertain value. The age of the animal, 
the size, and the previous treatment of the tusk are important 
factors, and an almost imperceptible fracture may nearly ruin 
an otherwise perfect piece. Ivory is therefore sold by auction. 
The greatest market is Antwerp, the greatest supply coming 
from the Congo region. 

Commodities requiring inspection are not necessarily sold at 
auction. Private sales may give as firm a hold on interna- 
tional trade, once a city becomes the recognized place at which 
to buy and sell certain commodities. The entrepot has a prop 
in that peculiar and conservative forcee—the drawing power of 
a “market.” The drawing influence of a great market in attract- 
ing commodities to its sales often causes a roundabout move- 
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ment of goods which appears to be entirely unnecessary. Some 
cities are handling large quantities of goods which might now 
be handled to better advantage and with less labor elsewhere. 
The “market” often holds its trade in this day of direct con- 
nections, largely because it has the trade established. “Bremen 
is the market for hogshead tobacco, and everybody buys here.” 
Hamburg has quite as good or better steamship connections 
and decidedly better interior transportation, but Bremen holds 
the tobacco market and the cotton market, although Bremen cot- 
ton firms have tried to open branches in Hamburg, with the 
idea that they might eventually move to that city. The Ham- 
burg branches failed just as have the efforts of London wool 
brokers to sell Australian wools (fine wools) at Liverpool auc- 
tions. In the same way the Liverpool brokers have failed to 
sell carpet wools (coarse wools) at London auctions. The 
cause of these failures may be ascribed to the price-setting func- 
tion of the established auction or market. In each of the 
above cases the goods offered in the unusual places were offered 
at reasonable or even very favorable rates, but the buyers made 
unreasonably low bids, and later they often paid more for the 
same goods at the established place. At the unusual place the 
buyer thinks that he might get a better article or more favorable 
price at the regular market with its larger stocks, so he bids 
cautiously. In the regular market he knows that here all sellers 
are bidding for his trade, and he buys. 

It appears that Bremen’s development began with the estab- 
lishment of a line of emigrant ships to the United States in 
1827. At that time tobacco was almost the only return freight, 
and Bremen became the greatest European tobacco market. 
Later came cotton, rice, grain, and petroleum, and its impor- 
tance in the rice, cotton and tobacco trades continues till the 
present. 

The influence of a market also changes the routes of goods 
that are not to be sold there, but are shipped to their ulti- 
mate destination by a route that makes it possible to sell them 
en route at some intermediate market if prices there should 
rise. Thus wool is shipped on a through bill of lading from 
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Australia to Boston via London or Liverpool with the option 
of being sold in London if the market is favorable. Hides 
from Brazil end other South American countries are sent to 
Liverpool and thence to New York. They would probably go 
direct but for the advantage of having two markets open to 
them. Large quantities of African palm oil and palm kernels 
are forwarded from Liverpool to Antwerp and Hamburg. They 
might have been shipped direct to these ports, but for the 
attraction offered by the possibilities of favorable sale in the 
Liverpool market where there is constant speculation in these 
commodities. 

The three cases mentioned above are illustrative of round- 
about transactions that are continually taking place in both inter- 
national and domestic trade. They occur as a result of price 
variations due in great measure to speculation which renders 
the future price so uncertain and makes such difference in dif- 
ferent markets that the successful merchant must keep himself 
in a position to take advantage of as many markets as possible. 

This speculation and price fluctuation affect the manufac- 
turer in his purchases of raw materials no less than the merchant 
who sells such commodities. This is particularly true of indus- 
tries in which the cost of raw material bears a high ratio to the 
value of the finished article, as is the case in the woolen 
industry. Here mistakes in buying may mean ruin. The manu- 
facturers of the United States and the continent of Europe 
may be able to pay for their year’s supply of Australian wool 
and buy it in the short season that it is on the market in Aus- 
tralian ports, but it is a risky proceeding, as many American 
manufacturers found a few years ago when their stocks of raw 
material declined 50 per cent. in value before they could be 
used. In that particular year it would have been much more 
profitable to buy in smaller quantities in London, and that par- 
ticular case shows one of the strong reasons for the continu- 
ance of the London wool trade. It acts as a minimizer of risks 
to the manufacturer who thus avails himself of the capital of 
the great commercial centers. 

The capital of the entrepét thus serves as a prop to main- 
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tain its hold upon trade that might, so far as mere transporta- 
tion connections are concerned, go direct from producer to 
consumer. 

The business of the international distributing center there- 
fore increases or decreases with changes in the financial soundness 
and available capital of the trading countries. The merchants of 
the great center, by having a stock of goods, may, in a sense, serve 
as the bankers for the traders of countries where capital is less 
plentiful, and as it becomes more plentiful in the various coun- 
tries, there is less need for and dependence upon the center. 
The German or Belgian manufacturers may not have the capital 
to invest in raw materials that must be purchased in South 
America or Asia in large quantities and weeks in advance, 
even if such purchases are desirable. While steamship connec- 
tions make possible such a trade, it may suit the manufacturer 
better to buy in London or Liverpool in small quantities and 
have delivery within a week. A few years ago many German 
woolen mills had established a direct import trade in Argen- 
tine wools, and to the detriment of the British merchants who 
had previously supplied them. Financial difficulties in Germany 
brought failure to a number of German mills and diminished 
capital to some and reduced credit to others. The direct pur- 
chases in South America had to be discontinued and a larger 
share of the wool supply again came through London and Liver- 
pool. This case is an exceptional one in a time when the 
general tendency is toward the increasing financial independence 
that fosters direct trade, but it serves as a forcible illustra- 
tion of the influence of abundant capital on the entrepdot trade. 

The history of the Liverpool cotton market illustrates this 
general tendency. Three or four decades ago two-thirds of the 
American crop went to that city, two million bales were often 
carried in stock, and the world price was fixed in Liverpool. 
As the American dealers could not afford to store and hold it 
they exported it as rapidly as possible and in a few months the 
whole crop was disposed of. The continental buyer could not 
afford to send to America for it, but took advantage of British 
capital by buying in Liverpool. But capital has become more 
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abundant in the regions of cotton production and cotton con- 
sumption, and there has been a corresponding decline in the 
international importance of the Liverpool cotton market. 
American mills consume a larger share of the annual crop. 
American capitalists are able to hold the raw product, and 
American speculation and American consumption set the world 
price. In many cases the cotton-spinners of the continent buy 
directly from America, while Bremen, Havre, and Antwerp are 
rival markets with Liverpool. Some hasty purchases or small 
purchases are made in Liverpool, but the relative importance 
of that city has declined: instead of importing two-thirds of 
the American crop her dealers now handle but one-third, and 
instead of two million they now carry only one million bales 
in stock. 

Despite these restraining influences the day of the world 
entrepot has passed and its place is being taken by an ever- 
increasing number, so that we now have a score that are as 
large as was Amsterdam in her distributing prime and which 
handle as much trade as she did in that day. But the fact 
remains that of the many thousands of towns and cities upon 
the face of the globe, all but this favored score connect with 
the great arteries of commerce through some entrepot. 

New entrepots are springing up all the time, but they come 
in response to economic law, not legislative statute or personal 
or national whim. If these laws had been better understood 
we should have been spared the spectacle of the American people 
going off into heights of enthusiasm and depths of national 
expenditure because they thought that Manila, the capital of the 
new island possessions in the East, was going to become the 
commercial door to Asia, the entrepdt of the Orient. Manila 
is not, and under any feasible conditions of commerce cannot 
be, an entrepot for Asiatic trade. To begin with, its location 
makes this impossible. It bears almost exactly the same geo- 
graphical relation to the mainland of Asia that Havana does 
to the mainland of North America. To make the comparison 
entirely fair, we should have to move Havana out to the eastern 
end of Cuba. No one ever supposed that Havana could give 
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England, Germany, France, or Spain a fine base from which to 
capture and control the trade of North America. 

If ever an island off a coast was placed to command the 
trade between two continents, that island bears a Japanese 
name. Every steamship line that reaches across the Pacific from 
America passes Japan and stops at her ports, both going and 
coming. But Japan does not control the commerce of America 
with Asia, for the very simple reason that the ships with 
American freights go on past Japan to Asia as the English 
ships go on past Havana into the Gulf of Mexico. The com- 
mercial entrepot is not backing away from the continents and get- 
ting out into the ocean. It is getting as near to the heart of 
continents as it can go. 

To make Asiatic entrepot matters worse for Manila, she is 
the most distant port of Asia except Singapore. Some of the 
lines from America have added Manila to their list of ports, 
but it is the end port of the voyage, which naturally takes 
the ship first to Yokohama, next to Shanghai, then to Hong 
Kong, and finally to Manila. Sometimes the ships go direct 
from Japan to Manila, then return, calling at Chinese ports en 
route, but while at Manila Chinese cargo rests securely in their 
holds, as does Mexican cargo in the English steamer calling at 
Havana on the way out. 

As to Manila handling the trade of Europe with Asia, it 
is an exact parallel to the claims of Japan upon the trade of 
America with Asia, except that Manila is somewhat off the 
European route, while Japan is on the American. Manila is 
the metropolis and natural entrepét of the Philippine Islands. 
It can be to them what Copenhagen is to the scattered isles 
of Denmark, what Honolulu is to the Hawaiian group, what 
Havana is to Cuba—the place where their products will be 
assembled, the place where great ships will unload cargo for 
distribution by smaller vessels to five hundred smaller ports, road- 
steads, and wharves. As the Philippines prosper, Manila will 
prosper. 

J. RussELt SmitH 

THE UNIVERSITY OF PENNSYLVANIA 





THE ECONOMICS OF HENRY GEORGE’S “PROGRESS 
AND POVERTY” 


Among the notable fiscal and social movements of recent 
years has been the tendency to lay increasing burdens of taxa- 
tion on land. The hotly contested campaign resulting in 
the passage of the Lloyd-George budget attracted world-wide 
interest. Under this law 20 per cent. of the increment in the 
value of land will be payable as a tax at each transfer of title. 
The increment tax is making considerable headway among the 
municipalities of Germany. Of the forty-one German cities 
with a population of more than 100,000 fifteen had such a tax 
in July, 1909.1. Some counties (Kreise) have also introduced the 
tax. The chief motive for the new taxes in the old countries 
seems to have been the necessity for additional revenue. 

In the newer countries of Australia and Canada laws have 
been passed which show a still more radical tendency to increase 
land taxes. Under some of these laws taxes are assessed on 
the basis of value of the land irrespective of the improve- 


ments thereon, while under others a higher rate of taxes is laid 
on unimproved than on improved real estate. The forces lead- 
ing to this legislation have been a desire to attract the invest- 
ment of capital by the promise of light taxation on this form of 
wealth and probably also a wider acceptance in the new coun- 
tries of the Single-Tax doctrine.” 


*A. N. Holcombe, Quarterly Journal of Economics, XXIV, 194. 


*In South Australia and New Zealand the state land tax is assessed on 
the basis of unimproved value. In both these states and also in New South 
Wales municipal rates may also be levied on the basis of the unimproved value 
of land if a local referendum so decides. In 1906, 43 of the 113 boroughs of 
New Zealand assessed rates on this basis (Papers Relating to the Working of 
Taxation of Unimproved Value of Land in New Zealand, New South Wales, 
and South Australia, November, 1906 [Cd. 3191], pp. 24, 25, 45; and Papers 
Relative to the Working of Taxation of the Unimproved Value of Land in New 
South Wales (Cd. 3761], September, 1907, p. 5). In British Columbia there is a 
provincial tax of three-fifths of 1 per cent. on improved property and of 4 per 
cent. on unimproved property. Of real estate within the bounds of municipali- 
ties there is a separate valuation of lands and improvements. Improvements are 
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These developments in the field of actual legislation natur- 
ally reawaken interest in the Single Tax and in the now classic 
book which contains the explanation and defense of that theory. 
Progress and Poverty, however, is more than a discussion of the 
Single Tax. George carries the reader through more than three 
hundred pages before he even makes a statement of the policy of 
taxation which he proposes. The exposition of the general prin- 
ciples of political economy here found is still loyally accepted 
by many Single Taxers. 

The chief quality of the system of political economy found 
in Progress and Poverty is that it is built up to support and har- 
monize with George’s leading thought, that the main source of 
our economic ills is the private appropriation of rent, and that 
the consequent remedy is the Single Tax on land. An exami- 
nation of this system will show that Single Tax is its terminus a 
quo as well as its terminus ad quem. How from this standpoint 
George treats the subject of Malthusianism and the law of 
diminishing returns, the relation of capital to wages, the law of 
wage and of interest, and the theory of crises will be briefly 
discussed. 


I 


George opposes the Malthusian doctrine because it “parries 
the demand for reform and shelters selfishness from question and 
from conscience by the interposition of an inevitable necessity. 
It furnishes a philosophy by which Dives as he feasts can shut 
out the image of Lazarus who faints with hunger at his door.’® 
The real cause of want in Ireland and India and China, he says, 
has been “the rapacity of man, not the niggardliness of nature.” 
“It is not dense population, but the causes which prevent social 
assessed at most at only so per cent. of their value and at the discretion of 
the council this percentage may be less. Of thirty-three municipalities which 
are reported in 1907 eleven laid no tax on improvements. Since then the city 
of Vancouver has removed all taxes on improvements, which it formerly assessed 
at 25 per cent. of their value. The principle of taxation on the basis of unim- 
proved land value is also applied in some of the villages of Alberta. (Papers 
Relative to the Working of Taxation of Unimproved Value of Land in Canada, 
September, 1907 [Cd. 3740], pp. 7, 12, 15). 


*Henry George, Progress and Poverty, 99. 
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organization from taking natural development and labor from 
securing its full returns that keeps millions on the verge of 
starvation and every now and then forces millions beyond it.’ 

He denies that an increase of mankind leads to a pressure 
against the means of subsistence, but admits that this holds 
true of plants and animals.® He then says: 

Does not the fact that all of the things which furnish means of subsist- 
ence have the power to multiply many fold, some of them many thousand 
fold, and some of them many million fold or even billion fold, while he is 
only doubling his numbers, show that, let human beings increase to the full 
of their reproductive power, the increase of population can never exceed 
subsistence? * 

The inconsistency of this reasoning is easily seen. It is 
indeed true that, favorable conditions being given, plants and 
animals which furnish food for man can be multiplied more 
rapidly than man himself. But as soon as the plants and ani- 
mals begin to press on their means of subsistence it is evident 
that a limit to population is set beyond which the same will be 
true of mankind. Let “human beings increase to the full of 
their reproductive power” for a few centuries, and they would 
become so numerous that not all the land in the world could 
furnish enough room for the growth of the plants and animals 
necessary to the sustenance of this vast population. The diffi- 
culty thus lies in the very thing he admits—the pressure of 
plants and animals on their means of subsistence. 

Malthus thinks that an increase in general wealth will almost 
inevitably lead to an increase in population. George does not 
accept this, and herein is the main difference between them. 
“Give more food, open fuller conditions of life, and the vege- 
table can but multiply; the man will develop.”? He holds that 
the tendency of population to “increase weakens” just as the 
high development of the individual becomes possible and the 
perpetuity of the race is assured.® 

It is quite interesting to note George’s treatment of the law 
of diminishing returns of land. So far as this law is useful in 
showing that an increase of rent results from an increase in 


* Ibid., 121. 
* Jbid., 129. * Ibid., 130. T Ibid., 136. * Tbid., 138. 
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population, it suits his purpose and has his approval. He endeav- 
ors, however, to avoid its corollary—that an increase of popu- 
lation will cause a pressure on the means of subsistence. 

He represents the doctrine as though it ascribed the dimin- 
ishing productivity of the soil in response to additional appli- 
cations of labor and capital to the abstraction and removal from 
the soil of elements of fertility. He thinks that he has dis- 
proved the law as applied to the whole world by pointing out 
that according to the scientific laws of the indestructibility of 
matter and the conservation of energy the elements of fer- 
tility cannot be destroyed but are still somewhere in the earth.’° 
So far as contributing to the production of subsistence is con- 
cerned, the carrying-away of soil and its products to the bottom 
of the sea amounts practically to their destruction. However, 
even if the soil could be preserved from the rain which washes 
it and the wind which biows it away, even if the products of 
the soil were restored to it and there were no loss of fertility, 
the soil would still give diminishing returns, beyond a certain 
point of cultivation, to additional applications of labor and capi- 
tal. This manifest misrepresentation of the doctrine of dimin- 
ishing returns shows how distasteful to George was this eco- 
nomic law. 

George quotes from John Stuart Mill: “A greater number 
of people cannot, in any given state of civilization, be collect- 
ively so well provided for as a smaller. The niggardliness of 
nature, not the injustice of society, is the cause of the penalty 
attached to overpopulation. . . . .”41 With reference to this he 
says: 

All this I deny. I assert that the very reverse of these propositions is 
true. I assert that in any given state of civilization a greater number of 

* Ibid., 133. 

* According to the doctrine of the conservation of forces it is the sum- 
total of forces in the universe that remains unchanged—not the sum of the 
forces which operate in and on the earth. Hence it may ultimately be true that 
at some remote period in the future little or no life can be maintained on this 
globe. It is interesting moreover to note that the scientists no longer agree in 


teaching that there is a conservation of energy. See Henry Adams, A Letter 
to American Teachers of History, 1 ff. 


“John Stuart Mill, Principles of Political Economy, Book I, chap. xiii, § 2. 
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people can collectively be better provided for than a smaller. I assert that 
the injustice of society, not the niggardliness of nature, is the cause of 
the want and misery which the current theory attributes to overpopulation. 
I assert that the new mouths which an increasing population calls into exist- 
ence require no more food than the old ones, while the hands they bring 
with them can in the natural order of things produce more. I assert that, 
other things being equal, the greater the population, the greater the comfort 
which an equitable distribution of wealth would give to each individual. I 
assert that in a state of equality the natural increase of population would 
constantly tend to make every individual richer instead of poorer.” 

In support of this he appeals to the examples furnished by 
England and the United States. But this does not prove what 
he assumes it to do. “I assert,” he says, “that in any given 
state of civilization a greater number of people can collectively 
be better provided for than a smaller.” The state of civili- 
zation in the United States and England has been far from 
remaining the same. No previous century witnessed so many 
improvements in the arts of producing wealth as the first in the 
history of the United States. (Progress and Poverty was written 
only three years after our Centennial celebration.) Yet George 
takes no account of this, and ascribes the increased per-capita 
production to an increase in population. An increase in per- 
capita production has indeed gone along with an increase in 
population, but post hoc is not propter hoc. Rather it is the 
increase in the per-capita production which has made possible 
the increase in population without lowering the standard of life. 

To support his proposition George appeals also to a com- 
parison at the present time of the wealth of densely and of 
sparsely populated communities. 


Where will you find wealth devoted with most lavishness to non- 
productive use—costly buildings, fine furniture, luxurious equipages, statues, 
pictures, pleasure gardens, and yachts? Is it not where population is 
densest rather than where it is sparsest? .... These things conclusively 
show that wealth is greatest where population is densest; that the production 
of wealth to a given amount of labor increases as population increases.” 


To this argument the same objection as before may be 
given. Because great wealth is found where there is a dense 


" Henry George, Progress and Poverty, 142. 


33 Tbid., 143, 144. 
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population, it does not follow that mere increase in numbers 
will by itself cause a large per-capita production. For reasons 
easy to explain, the most capable workers resort to the city. 
The less capable workers remain in the country to do the 
simpler and ruder work which is there required. Again, men 
of great wealth, whether landlords or capitalists, are naturally 
to be found in the city, on account of its superior social and 
commercial advantages. These simple considerations show 
how unreasonable it is to ascribe the greater per-capita wealth 
and income of the cities to mere density of population. 

Note, however, that even if George be correct in claiming 
that the increase in the per-capita production to be found in 
the cities is due to a mere increase in numbers, this will not jus- 
tify him in saying that an increase in population should make 
its support more easy. By so doing he confuses subsistence 
with wealth. “For the power of producing wealth in any 
form,” he says, “is the power of producing subsistence—and the 
consumption of wealth in any form, or of wealth-producing 
power, is equivalent to the consumption of subsistence.”!4 The 
question of subsistence for any individual or community which 
exchanges with the rest of the world may indeed be a question 
of producing wealth. This is not true, however, of the world 
as a whole. Suppose, for the sake of simplicity, a self-suffi- 
cing country living apart from the rest of the world. The 
population increases until the soil yields but little larger crops 
to the increased exertion of labor. Suppose now a change to 
take place in the ability and tastes of these people. They take 
the same wool and cotton, and out of them weave more elegant 
fabrics; they take the same wood, and from it make furniture 
and houses which are better designed and therefore more valu- 
able. While this takes place the methods of cultivating the soil 
will probably make but little improvement. The wealth of 
the country measured in money has perhaps increased threefold ; 
but it evidently does not follow that therefore the country could 
support three times or even double the population so well as 
before. 

* Tbid., 133. 
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The question of subsistence is largely a question of agri- 
cultural produce. Certain economies in the use of food and 
materials are possible, but, generally speaking, to feed and clothe 
more people it is necessary that the land yield larger crops. Less 
improvements in methods of agriculture, however, have been 
made than in manufactures, and the most notable inventions in 
agricultural machinery have been such as save labor without 
increasing the yield per acre. 

It is plain that a manufacturing country with a wide com- 
merce may greatly increase its wealth and population without 
any lessening of the average comfort so long as it can draw on 
its neighbors for subsistence and raw material. In discussing 
the general question of population the application of the law 
should evidently be to a complete industrial society. 

It is interesting to note that George has tried to deny the 
law, or at least break its force, by making it apply to the whole 
earth.'"° Now he endeavors to do the same thing in another 
way, by confining attention to only a part of the industrial pro- 
cess—that which goes on at the center of population. 

After all, however, George does not, in a sense, deny the 
law of diminishing returns. He believes that with the increase 
in population will come such a division of labor and increase in 
labor-efficiency as will more than compensate for the diminish- 
ing response on nature’s part. He says: 


For even if the increase of population does reduce the power of the 
natural factor of wealth, by compelling a resort to poorer soils, etc., it yet so 
vastly increases the power of the human factor as more than to compen- 
sate. Twenty men working together will, where nature is niggardly, pro- 
duce more than twenty times the wealth that one man can produce where 
nature is most bountiful. The densex the population, the more minute 
becomes the subdivision of labor, the greater the economies of production 
and distribution, and, hence, the very reverse of the Malthusian doctrine is 
true; and, within the limits in which we have reason to suppose increase 
would still go on, in any given state of civilization a greater number of 
people can produce a larger proportionate amount of wealth, and more 
fully supply their wants, than can a smaller number.* 


In other words the mere increase of population will bring 
about a division of labor and cause it to be more productive. 
% Ibid., 133. 18 Tbid., pp. 149-150. 
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It is true that in certain work, as in the moving of heavy 
objects, two men might accomplish twice as much as one, but 
this kind of co-operation is relatively unimportant and its limits 
are soon reached. The proposition which George puts forth 
is clearly untenable. It is disproved not only by a prior reason- 
ing but by an appeal to the facts. China and India are densely 
populated and yet the average amount of wealth produced by 
the inhabitants of these lands is notoriously small. 

If the principle as announced by George were correct, it 
would be in the interest of a greater production for the larger 
part of the United States to be given up and for the popula- 
tion to crowd in on a smaller area, so as to make “greater the 
economies of production and distribution.” To claim that pro- 
duction can be increased by a restriction of area is thus really 
to deny the law of diminishing returns. Moreover, this prin- 
ciple is inconsistent with the claim that the withholding of land 
from use by speculators lessens the total product. 

Despite the curious and perverse treatment of diminishing 
returns which one finds in Progress and Poverty, it is interesting 
to note that in his Science of Political Economy George states a 


legitimate analogue or extension of this law. After observing 
that production takes place both in time and in space, he says: 


Now, from this necessary element or condition of all production, time, 
there result consequences similar to those which result from the necessary 
element or condition of all production, space. That is to say, there is a 
law governing and limiting the concentration of labor in time, as there is 
a law governing and limiting the concentration of labor in space. Thus 
there is in all forms of production a point at which the concentration of 
labor in time gives the largest proportionate result; after which the further 
concentration of labor in time tends to a diminution of proportionate result, 
and finally to prevent result.” 


For example, if one is to build a warehouse of a given capacity 

there is a certain area on which this may be constructed with 

greatest advantage. If only half this area should be avail- 

able, a greater amount of labor and capital would have to be 

expended in order to get a warehouse as satisfactory as the 

first. This is in accordance with what is called the law of 
™ Henry George, Science of Political Economy, 368-69. 





722 JOURNAL OF POLITICAL ECONOMY 


diminishing returns with respect to land. Now there is a 
certain time within which the warehouse can be constructed 
with most advantage. If it should be required to do this same 
work in half the time, this would require, as George points out, 
a greater expenditure of labor and capital. This may be called 
the law of diminishing returns with respect to time. 


II 


George makes a vigorous attack upon the wages-fund doc- 
trine, according to which the rate of wages is determined by 
the ratio of this fund to the number of laborers. He claims 
that the laborer is paid from the product of his labor and that 
what really keeps down this remuneration is the bad system 
of distribution. He likens the process of production to the 
pouring of water into a curved pipe already filled. “If a 
quantity of water is poured in at one end a like quantity is 
released at the other. It is not identically the same water, but 
is its equivalent. And so they who do the work of produc- 
tion put in as they take out—they receive in subsistence and 
wages but the produce of their labor.”!® 

To John Stuart Mill a good part of capital consists of 
means of subsistence. Since real wages consist of commodities 
received by the laborer it is evident that with this use of terms 
wages are drawn from capital. George devotes a whole 
chapter to showing the incorrectness of this proposition, but 
to do so he really uses the terms in a different sense. To 
George “wages are that part of the produce of his labor ob- 
tained by the laborer,’”’*® and he gives such a definition of capital 
as to exclude means of subsistence already in the hands of the 
laborer. He defines capital as “wealth in course of exchange,” 
but he would have exchange include “such transformations as 
occur when the reproductive or transforming forces of nature 
are utilized for the increase of wealth.”*° When he defines 

J. B. Clark uses practically the same simile to illustrate the same idea. 
See Distribution of Wealth, 313. 

“Henry George, Progress and Poverty, 80. 

* Ibid., 46. 
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capital as wealth in course of exchange the test is pecuniary; 
when he makes exchange include the transformations wrought 
by the forces of nature he introduces a technological test. A 
sewing-machine used by a woman for the making of her own 
clothes is not capital since it is not in course of exchange; 
however, it is a means whereby the transforming forces of 
nature are used in the increase of wealth. Although he says 
that such a machine is excluded from the category of capital,” 
he includes the tree the fruit of which is enjoyed by the owner.”? 
Here is an evident inconsistency. Had he made a slight change 
in his definition of capital so as to make it include wealth in the 
course of exchange (including in this consumption goods whose 
use bring in an income to the owner) and wealth used in the pro- 
duction of wealth which is to be exchanged, his conception of 
capital would have been that of the business man. 


III 


It is George’s purpose in Progress and Poverty to show that 
there is an identity of interests between the laborer and the 
capitalist, but an opposition of interests between the laborer and 
the capitalist on the one hand and the landlord on the other. As 
tending to obscure these relations he criticizes the classical defi- 
nition of profits which includes under one term incomes of differ- 
ent nature and origin. He says, 


Of the three parts into which profits are divided by political economists 
—namely, compensation for risk, wages of superintendence, and return for 
the use of capital—the latter falls under the term interest, which includes 
all the returns for the use of capital, and excludes everything else; wages of 
superintendence falls under the term wages, which includes all returns for 
human exertion, and excludes everything else; and compensation for risk 
has no place whatever, as risk is eliminated when all the transactions of a 
community are taken together.” 


No objection is offered to the definition which makes wages 
include “all return to human exertion,” but it should not be for- 
gotten that this would cause the organizers and captains of 
industry to be included among laborers. In speaking further on 

* Ibid., 45. * Ibid., 188. 


* Henry George, Progress and Poverty, 161. 
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of the poor condition of the laborer and of the tendency of 
wages to be forced to a minimum of subsistence he forgets his 
inclusive definition and has in mind the class of manual laborers. 
George also speaks as though labor were homogeneous, as if there 
were a general market rate of wages, so that a rise in this rate 
would benefit all laborers just as a rise in the price of wheat bene- 
fits the wheat-growers. Now it is evident that there are many 
classes of laborers and that their interests are not identical. The 
manager of an industry is, by George’s definition, a laborer, yet he 
sometimes finds the reward of his exertion in keeping down the 
wages of his employees. 

Moreover, the question of risk is not disposed of by simply 
saying it has no place “since it is eliminated when all the trans- 
actions of a community are taken together.” Risk-taking is, 
in fact, a distinct element in business and has its reward. If 
George’s position is correct there is no reason, from a financial 
point of view, why a man should not as readily take the risks of 
gambling as those of industry. An insurance company does 
not assume risks without a reasonable expectation of gain, and 
the same is true of the business man. There are more gains 
than losses and hence the inducement for honest and sagacious 
men to engage in business. 

It is easy to see how this scheme of distribution according to 
which the income of society is divided into rent, interest, and 
wages suits George’s purpose. By his peculiar theory of the 
relation of capital and labor he finds that wages and interest rise 
and fall together. This enables him to reach the conclusion for 
which he was preparing, that the opposition of interests is that 
of the landlord against all the other members of society. 

George’s conception of capital and its relation to labor may 
be seen from the following passage: 

For labor and capital are but different forms of the same thing—human 
exertion. Capital is produced by labor; it is, in fact, but labor impressed 
upon matter—labor stored up in matter, to be released again as needed, as 
the heat of the sun stored up in coal is released in the furnace. The use 
of capital in production is, therefore, but a mode of labor.”™ 


* Tbid., p. 198. 
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Now if it be true that capital is nothing more than stored-up 
labor to be released as needed, there is no explanation or justifica- 
tion of interest possible. A cask of wine represents, let us say, 
a certain amount of stored-up labor. After it has lain in the 
cellar of the wine merchant for several years, it has a greater 
capital value, but it cannot be said that the difference is due to 
additional labor bestowed on it. The heat of the sun is in a 
sense stored up in coal, but its combustion today will produce no 
more heat than if it had been burned many years ago. If a 
hundred gallons of water be stored in a tank, no more than this 
amount can be withdrawn, whether you wait a day or a year. 
If capital were, as George says, only stored-up labor, it could be 
of use only by a lessening of this labor-fund. We know, how- 
ever, that it is the quality of capital to yield an income and at 
the same time to maintain unimpaired the original fund of 
wealth. Capital, in fact, represents not merely labor that has 
been embodied in material form, but also the costs due to waiting 
and abstinence and the advantage that comes from having present 
rather than future goods. The idea that capital is merely stored- 
up labor allows no explanation of the difference in value due to 
a difference in time. It arises from a confusion of the hire paid 
for the use of perishable capital goods with interest paid for the 
use of an unimpaired capital fund. 

George says that the rate of interest must be such that “the 
reward of capital and the reward of labor will be equal—that 
is to say, will give an equally attractive result for the exertion or 
sacrifice involved.’’*® As above quoted, he speaks of labor and 


* Besides this view of interest which regards it as paid for the release and 
use of stored-up labor, George has another and more famous theory of interest 
according to which he attempts to explain this phenomenon by reference to the 
reproductive vital forces of nature. R. S. Moffat (Mr. Henry George the Ortho- 
dox, 152) speaks of this as “one of the purest and most original of the efforts 
of Mr. George’s genius as an economical reasoner.” This much is certainly to 
his credit, that he recognizes that there is an interest problem. “What is the 
reason and justification of interest? Why should the borrower pay back more 
to the lender than he received?” Henry George, Progress and Poverty, 175). 
These questions some economists have hardly thought it necessary to ask. For 
criticism of this theory see Béhm-Bawerk, Capital and Interest, 413-20, and 
Fisher, The Rate of Interest, 22, 23. 


* Henry George, Poverty and Progress, 198. 
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capital as “but different forms of the same thing—human 
exertion.” Now it is not true that wages and interest are paid 
for the same thing. From the laborer’s point of view, wages are 
paid for human exertion. From the point of view of the capital- 
ist, interest is paid for the postponement of consumption, for 
waiting or abstinence. If a laborer in a wagon factory should 
receive a wagon for his month’s labor, this would constitute his 
wages, the reward for his exertion.** If in place of exchanging 
the wages for present consumption goods he should hire the 
wagon for ten dollars a year, this interest would be paid to him 
as a capitalist, and for waiting, or abstinence, and would not be 
paid to him as a laborer in compensation for his exertion. 

Speaking of this natural relation between interest and wages 
—this equilibrium at which both will represent equal returns to 
equal exertions—George says: 

And this relation fixed, it is evident that interest and wages must rise 
and fall together, and that interest cannot be increased without increasing 
wages; nor wages lowered without depressing interest. For if wages fall, 
interest must also fall in proportion, else it becomes more profitable to 
turn labor into capital than to apply it directly; while, if interest falls, 
wages must likewise proportionately fall, or else the increment of capital 
would be checked.* 

It is easy to show that this reasoning is fallacious. Let us 
suppose that our laborer-capitalist receives one hundred dollars 
a morith for his labor and that he may, if he pleases, exchange 
this amount of money for a perpetual annuity of six dollars. 
Assume further that this establishes what George calls the equi- 
librium between wages and interest—but what should be more 
truly called the equilibrium between present and future goods. 
If now wages should fall so that he receives only fifty dollars a 
month, George says that interest must also fall in proportion, 
else it becomes more profitable to turn labor into capital than to 
apply it directly. If by this he means that when wages fall to 
one-half their former amount a month’s wages will exchange 
for a perpetual annuity of only three dollars, this may be granted. 


"It would not constitute, of course, his real wages, since these are the 
consumption goods that he ultimately receives for his exertion. 


* Tbid., 199. 
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Certainly if the month’s wages could be still exchanged for an 
annuity of six dollars, the labor-capitalist would, under the 
hypothesis, accept his reward in this form rather than in con- 
sumption goods. If he has counted such an annuity equal to one 
hundred dollars in present goods, it is of course to be preferred 
to half this amount. 

George, however, really means that a fall in wages will cause 
a similar fall in interest, not as an absolute amount, but as a 
percentage. This may be clearly seen from the following 
quotation : 

Is it not true that wherever there has been a general rise or fall in 
wages there has been at the same time a similar rise or fall in interest? 
In California, for instance, when wages were higher than anywhere else in 
the world, so also was interest higher. Wages and interest have in Cali- 
fornia gone down together. When common wages were $5 a day, the ordi- 
nary bank rate of interest was 24 per cent. per annum. Now that common 
wages are $2.00 to $2.50 a day, the ordinary bank rate is from 10 to 12 
per cent.” 


Let us apply then this principle of George to the supposed 
condition in which the laborer-capitalist finds an equal reward 
in accepting for his wages one hundred dollars in present goods 
or an annuity of six dollars. If wages fall to fifty dollars, or 
one-half, George says the rate of interest will fall in the same 
ratio, ie., from 6 to 3 per cent. Now 3 per cent. of fifty dollars 
is one dollar and a half. If the wages fall one-half, the annuity 
for which the wages can exchange will fall to one-fourth! The 
smaller the wages of our laborer-capitalist, the less the rate at 
which he will be willing and able to lend! By the same principle, 
if wages should double, the annuity for which they would 
exchange would quadruple. 

There are no reasons based on theory which would lead us to 
believe that there is any such connection between wages and 
interest, and an examination of statistics likewise fails to reveal 
it. A. L. Bowley estimates that the average real wages in 
England for the years 1850, 1860, 1870, 1880, 1890 were in 
proportion to the numbers 50, 55, 60, 70, 84, where the bank 


* Ibid., 19, 20; see also p. 199. 
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rates for those years were £2 10s 1d, £4 3s 7d, £3 2s od, £2 155 
4d, £4 10s 3d per £100 respectively.” 

That wages and interest fall and rise together and in the same 
ratio is thus a proposition in support of which little can be said. 
George reaches the result by arbitrary and illogical methods. It 
finds a place in his system because it can be used to show an 
identity of interest between laborer and capitalist; and if their 
interests are one, it is the more easy to unite them against their 
common foe, the landlord. 

The law of wages at which George arrives is: 

Wages depend upon the margin of cultivation or upon the produce which 


labor can obtain at the highest point of natural productiveness open to it 
without the payment of rent. 


By the highest point of natural productiveness open without the 
payment of rent he means the best quality of no-rent land. 

George’s statement of the law of interest is similar to that of 
the law of wages: 


.... So may we put the law of interest in a form which directly con- 
nects it with the law of rent, by saying that the general rate of interest will 
be determined by the return to capital upon the poorest land to which 
capital is freely applied—that is to say, upon the best land open to it without 
the payment of rent.” 


In another place he says: 


This natural relation between interest and wages—this equilibrium at 
which both will represent equal returns to equal exertions—may be stated 
in a form which suggests a relation of opposition; but this opposition is 
only apparent. In a partnership between Dick and Harry, the statement 
that Dick receives a certain proportion of the profits implies that the por- 
tion of Harry is less or greater as Dick’s is greater or less; but where, as 
in this case, each gets only what he adds to the common fund, the increase 
of the portion of the one does not decrease what the other receives.™ 


George thus announces that wages are determined by the 
productivity of labor upon no-rent land; that the rate of interest 
is determined by the return to capital upon this same marginal 


* A. L. Bowley, Statistical Studies Relating to National Progress in Wealth 
and Trade Since 1882, 33. 

™ Henry George, Progress and Poverty, 213. 

* Tbid., 201. % Tbid., 199. 
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land; that capital and labor each gets what it adds to the total 
product of industry. This is very interesting, since it contains 
a suggestion of the theory of the specific productivity of the 
separate factors of production. 

It must be admitted, however, that George did not have a 
definite comprehension of the principle of the marginal pro- 
ductivity of the separate factors. His habit of conceiving of 
the product of industry as the product of labor would preclude 
such an understanding. Moreover, although we can find pas- 
sages, as above given, in which he states that capital and labor 
each gets what it produces, he does not show how the product 
of labor can be distinguished from the product of capital. It 
is evident that in normal modern industry every product is a 
joint product, and that there is no product of capital or of labor 
in and by itself. In a recent French work the author says: 

M. Clark dans sa Distribution of Wealth déclare avoir emprunté a 
George l’idée de la méthode par laquelle il s’efforce de déterminer la pro- 
ductivité propre de chaque facteur de la production.™ 
A casual reader of Clark is not likely to recognize any such 
admission. He refers to George’s theory “with all its ab- 
surdity.” He does write, however: 

The theory that makes them [the gains of the laborer cultivating no-rent 
land] set the standard of all wages has the great merit of pointing out a 
method by which the product of bare work may be disentangled from all 
other products, and made to stand by itself and to be separately measured.” 

The failure of George to recognize any other marginal field 
for labor than no-rent land led him to erroneous conclusions. 
Thus he says: 


Where land is subject to ownership and rent arises, wages will be fixed 
by what labor could secure from the highest natural opportunities open to 
it without the payment of rent. 

Where natural opportunities are all monopolized, wages may be forced 
by the competition among laborers to the minimum at which laborers will 
consent to reproduce.” 

“Gide et Rist’s Historie des doctrines économiques depuis les med 
jusqu’a nos jours (1909), 645-46. 

* Clark, The Distribution of Wealth, 88. 

* Henry George, Progress and Poverty, 213. 
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And later: 


One man wil! not work for another for less than his labor will really 
yield, when he can go upon the next quarter-section and take up a farm 
for himself. It is only as land becomes monopolized and these natural 
opportunities are shut off from labor, that laborers are obliged to compete 
with each other for employment, and it becomes possible for the farmer 
to hire hands to do his work while he maintains himself on the difference 
between what their labor produces and what he pays them for it.” 

As a matter of fact, there is an intensive as well as an 
extensive margin of cultivation. This no-rent margin exists even 
though every acre in the country should be subject to private 
ownership and yield a handsome rent. If as is the case in most 
industries the addition of a laborer will result in an increase in 
the total product, there will be competition among the employers 
for his services. The tendency will be for his wages to equal the 
present worth of the increase in the product of industry which 
results from his addition to the number of laborers. This 
intensive margin of cultivation is:as real as that of no-rent land. 
It is indeed possible that when all the land is privately owned 
an effective combination of land-owners to force down wages 
might work as George says, but such combinations are almost, 


if not quite, impossible to create, and certainly do not exist. 

Moreover, the laborer will directly receive as much wages 
on this margin under the system of private ownership of land 
as he would under the Single-Tax system. If that system would 
help the laboring man, it would be by a change in the incidence 
of taxation rather than by a direct increase in wages. 


IV 


The full title of George’s famous book, Progress and Poverty, 
an Inquiry into the Causes of Industrial Depression and of 
Increase of Want with Increase of Wealth, the Remedy, shows 
that he attached considerable importance to his explanation of 
crises. The discussion of industrial depressions is perhaps the 
weakest part of his book and it affords a warning example of 
the deductive method when it is not checked and tested by an 
appeal to plain facts. 

* Tbid., 214-15. 











ECONOMICS OF “PROGRESS AND POVERTY” 731 


His theory can be simply stated. Speculation in land increases 
rent and consequently forces down wages and interest. The 
laborers and capitalists naturally resist this movement, produc- 
tion is interfered with, people are not all able to buy the goods 
that are made, and hence industrial crises with the phenomena 
of apparent over-production and under-consumption.** This 
assumes that speculation in land causes it to have a higher 
value and that this leads to inceased rent. Now it is rent that 
determines the value of land and not the value of land that 
determines the rent. Speculation is based on estimates of the 
future rentals of land. Rent charges in the present will be 
increased by speculation only so far as it withdraws land from use 
or has an indirect and psychological effect in stimulating demand. 
It is evidently the case that the owner of land will usually be 
desirous of renting the land even if he does not sell it. Herein 
is a difference between speculation in commodities and specula- 
tion in land. Grain, for example, can be used only once and 
those who have large quantities sometimes withhold it from the 
market to force up the price. Land can be used continuously. 
He who buys it hoping to reap a gain in an increased value in 
the future is usually glad to rent it in the meantime, since 
otherwise he would lose so much income. 

By common consent, George further argues, the lack of 
adjustment between production and consumption is due to specu- 
lation. But speculation in what? Not in the products of labor, 
for, as is well known, such speculation tends to steady the rela- 
tion of production to consumption, to equalize supply or demand. 
Therefore the hurtful speculation must be in that which is not 
the product of labor and yet is necessary to production—that 
is land.*® This sort of a priori reasoning is characteristic of 
George’s treatment of crises. 

He further argues that “this check to production, which 
shows itself in decreased purchasing power we must ultimately 
find . . . . in some obstacle which checks labor in expending 
itself on land. And that obstacle, it is clear, is the speculative 
advance in rent, or the value of land, which produces the same 

* Ibid., 262. * Ibid., 265. 
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effects as, as in fact it is, a lock-out of labor and capital by land- 
owners.”*° Expressing the same thought he says a little farther 
on: “The land is the source of all wealth And, hence, 
when labor cannot satisfy its wants, may we not with certainty 
infer that it can be from no other cause than that labor is 
denied access to land ?’’*? 

Evidently the wish is father to the thought. George sees in 
private ownership of land a great economic evil and he wishes 
to trace to it as many of our ills as possible. It is conceivable 
that there may be in certain localities, as was perhaps true of 
San Francisco just before 1873, such a craze of speculation in 
land as to amount to a lock-out there of labor and capital, but 
such phenomena are quite local and capital can find employment 
elsewhere. One cannot find a satisfactory explanation of a 
general crisis in causes so limited in their operation. George 
ignores the fact that in time of industrial depression and pre- 
ceding it the landowners are as anxious as the capitalists to 
get income from their property. Indeed one hears more in 
time of depression of timid capitalists than of timid landowners. 
Would you therefore conclude that there is a lock-out of land 


and labor by capital? George offers no evidence of the exist- 
ence of a “lock-out of labor and capital by landowners” either 
during or preceding a panic. Indeed since the capitalists or 
entrepreneurs usually own as much land as they need for the 
carrying-on of their business it is difficult to see how such a 
lock-out could occur. 


As a further example of George’s reasoning take the fol- 
lowing : 

Yet that there is a connection between the rapid construction of railroads 
and industrial depression, anyone who understands what increased land- 
values mean, and who has noticed the effect which the construction of 
railroads has upon land-speculation can easily see. Wherever a railroad 
was built or projected, lands sprang up in value under the influence of 
speculation, and thousands of millions of dollars were added to the nomi- 
nal values which capital and labor were asked to pay outright, or to pay in 
installments, as the price of being allowed to go to work and produce 
wealth. The inevitable result was to check production and this check to 


® Ibid., 267-68. “ Jbid., 270. 





ECONOMICS OF “PROGRESS AND POVERTY” 733 


production propagated itself in a cessation of demand, which checked pro- 
duction to the farthest verge of the wide circle of exchanges, operating with 
accumulated force in the centers of the great industrial commonwealth into 
which commerce links the civilized world.* 

The railroads of which he writes passed for the most part 
through districts sparsely settled or not inhabited at all. Here 
land-values were increased. But how could production be 
checked when there was no production or almost none before 
the railroads came? Again, those who do not themselves culti- 
vate land and do not care to sell it are in nearly all cases glad 
to rent it and on conditions which do not call for the payment 
of rent until a crop has been made. It is thus not correct to 
say that capital and labor are required to pay out vast sums 
“as the price of being allowed to go to work and produce wealth.” 
Even if the man who uses the land buys the title by the pay- 
ment of capital this sale need occasion no loss to industry since 
in the hands of the new owner this wealth may be and in most 
cases will be put to new uses. Lastly, some of the capital 
spent in the construction of railroads was overflow and surplus 
capital, and its use in the West caused no lessening of produc- 
tion in the quarters from which it came. It is indeed maintained 
that vast expenditures of labor and capital sunk in railroads 
which run through new territory do often result in an immediate 
lessening of the income of the community, just as would be pro- 
duced by an undue amount of unproductive consumption. This, 
however, is not the argument of George. He would have it that 
there is a check to production where there is, and because of, the 
increase in land-values. 


Vv 


In previously quoted passages George states that low wages 
are due to the monopolization of land. It is true that, if a com- 
modity is made of three materials A, B, and C, and if A is subject 
to monopoly control while B and C are freely producible under 
competitive conditions, the monopolist of A will be able to absorb 
all the gains due to an increase in the value of the commodity. 
George really applies this principle to commodities in general, 

© Ibid., 272-73. 
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the products of land, labor, and capital. Land is a “monopoly,” 
capital and labor are not, and hence the landlord absorbs all the 
gains of progress. The fallacy consists in the use of the word 
monopoly in two senses. The material A is monopolized when 
its supply is subject to substantial unity of control. Land is 
called a monoply because limited in amount, but there exists no 
unity in its control and the landlords have consequently no 
power to absorb all differential gains.** 

Following the adage which recommends giving a dog a bad 
name in order that he may be killed George gives such a definition 
of wealth as to exclude land and makes an illogical defense of the 
proposed innovation which showed that he confused land with 
land-titles.** He puts forward the labor theory of property 
rights, since this does not justify the ownership of land.*® This 
theory leads naturally to another erroneous doctrine, the labor 
theory of value.*® 

In treating of land his constant purpose is to minimize it as an 
agent in production and to magnify it as a factor in distribution. 
He says, 

It [rent or land-value] in no wise represents any help or advantage 
given to production, but simply the power of securing a part of the results 
of production.” 

If rent represented no help or advantage in production the 
producer would do without the use of land. Rent “represents” 
help or advantage in production in the same way that wages do. 
The payment of wages is not in itself an advantage but it repre- 
sents that which is such—labor. 

On the whole George’s system of economics is in many places 
so fallacious and his doctrines so untenable that Progress and 
Poverty will doubtless cease to be the Bible of the Single Taxers, 
if, indeed, this is not true already. Some of these economic 
errors, as, for example, the explanation of the nature of interest, 
have nothing to do with the land tax. Others, such as his theory 

“For different definitions and uses of the word “monopoly” see Ely, 
Monopolies and Trusts, chap. i. 

“Henry George, Progress and Poverty, 38, 39. 

* Ibid., 332-35. “ Tbid., 40, 142. “ Tbid., 166. 
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of crises and his doctrine that rent absorbs all the gains of 
progress, spring from a desire to make the case against the 
present system as strong as possible. 

Whatever of truth there may be in the Single Tax contentions 
flows from the facts that land is the gift of nature rather than 
the product of human toil, that its value is due to the activities 
of the community rather than of the owner, and that a tax upon 
it is not, generally speaking, a burden on industry. 

At bottom the principle which underlies George’s doctrine of 
taxation is that the government should be supported by the appro- 
priation of unearned income. Besides the rent of land there are 
three other conspicuous examples of such incomes—those due to 
special franchise, to the tariff, and to inheritance. Special fran- 
chises, e.g., the permission to use the streets of the city by an 
electric railway company, usually depend on the use of land, and 
whatever remedies need to be effected can be accomplished 
through the power to exact a rent charge., One who accepts 
George’s doctrines believes that the just ownership of property 
carries with it a natural and perfect right to transmit it untaxed 
to another, but this doctrine now properly finds little acceptance. 4 

Radical reformers of the present day may for the most part 
be divided into two classes—those who believe that the state 
should undertake to carry on the production and distribution of 
wealth and those who by taxation and otherwise would destroy 
all kinds of special privilege,** leaving the production and distri- 
bution of wealth to be determined by the forces of competition 
and extending the functions of government by a larger service 
of the people through the provision of better educational facilities, 
parks, playgrounds, etc., and by such regulations as may be 
needed to secure fair and proper conditions of competition. The 
Socialists represent one of these groups and the Single Taxers 
the other. 

Epcar H. JoHNSON 

“The word privilege is one of which the recent Single Taxers make much 


use. Henry George, Jr., has written The Menace of Privilege, and the title of 
a recent book by F. C. Howe is Privilege and Democracy in America. 





THE FORTH AND CLYDE SHIP CANAL 


There has been considerable discussion in Great Britain at 
various times, and especially since the beginning of the Canal 
Revival, about the year 1900, of a ship canal across the narrow 
isthmus-like piece of land between the estuaries of the Forth 
and the Clyde rivers in Scotland. Resolutions in favor of the 
project have been passed by the town councils of the particularly 
interested cities of Glasgow, Stirling, and Greenock; and Par- 
liamentary commissions have investigated the scheme, both from 
the commercial and from the naval points of view. Since the 
project is of tremendous size, and since it has attracted no little 
attention in the United States, a brief account and criticism of 
the proposition is well worth our attention. 

There has long been a small barge canal connecting the 
opposite coasts of Scotland via the Forth and the Clyde; but 
it is urged that a deep channel, permitting the passage of large 
ocean steamers and of Dreadnought battleships, has become 
essential to meet the needs of modern commerce and modern 
warfare. 

On the commercial side, advocates of the scheme call atten- 
tion, in the first place, to the fact that the canal would save, for 
vessels traveling between the Irish and North seas, the long 
journey of over four hundred miles around the northern end 
of Scotland; similarly, it would eliminate a somewhat less dis- 
tance for vessels bound from Germany to the ports of North 
America. 

In the second place, it would permit a much readier assem- 
bling of a full cargo. The once numerous small “tramp” 
steamers are rapidly disappearing from the sea, giving way 
before the demand for large vessels and through cargoes. At 
the present time it is difficult for a large vessel to secure a full 
load on either Scottish coast, alone; but if the proposed ship 
canal were opened, it would become possible for ocean vessels 
to load in part on the east coast and then complete their cargoes 
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in the port of Glasgow. The present trouble and expense of 
having to travel all around the Scottish coast in order to pick 
up a respectable cargo is a serious handicap to shipping interests. 
It is thought, also, that continental vessels would easily be in- 
duced to stop at Glasgow or Grangemouth and pick up traffic, 
while en route for the United States. Much encouragement for 
this belief is found in the fact that there is an abundance of 
cheap bunker coal along the proposed canal routes, which might 
well prove attractive to foreign shipowners. 

The strategical importance of the scheme would arise from 
the possibility it would insure of a rapid mobilization of naval 
vessels on either the North Sea or the Irish Sea in time of 
emergency. The exigencies of war, moreover, often require 
the quick repair of damaged ships, and this canal would open 
up the great shipyards on the Clyde to the use of His Majesty’s 
navy in time of need. On the strength of these naval advan- 
tages aid in the carrying-out of the project has been asked of 
the imperial government. 

Two different routes have been proposed. Since the fate of 
the scheme has hinged largely upon a choice of routes, it is 
necessary to present here a brief statement of the alternate 
projects :? 

1. The first route would follow the course of the present 
Forth and Clyde barge canal from Grangemouth on the east 
coast (Firth of Forth) to Yoker on the Clyde, below Glasgow. 
The total length would be thirty miles and the elevation to be 
overcome thirty-five feet. Various estimates of the probable 
cost of this plan have been submitted, but none can be regarded 
as other than tentative. Mr. Hogg, an engineer, estimates that 
for a depth of twenty-six feet with a bottom width of 110 feet 
the cost would be $35,000,000; while for a depth of thirty feet 
the amount would probably reach $50,000,000. Other estimates 
have placed the cost as high as $100,000,000, and D. & C. 
Stevenson regard the amount needed as $135,000,000 in case 
deep cuttings, as seems advisable, were substituted for all of 
the locks except those at either entrance. 

1 Report of Royal Commission on Inland Navigation, VII, 180-81. 
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2. The second route would start at a point one and one- 
fourth miles above Grangemouth and proceed past Bannock- 
burn and Stirling to Loch Lomond, a distance of thirty-five and 
one-half miles; thence thirteen and one-half miles to Tarbet; 
thence one and three-fourth miles to Loch Long, an arm of the 
sea, some fifteen miles distant from the Firth of Clyde. 

The advantage of this route is that it is nearly level, and 
would require but two locks. It is estimated that the cost would 
approximate $100,000,000 for a depth of thirty-six feet and a 
bottom width of one hundred feet. 

The Committee of Imperial Defense investigated the strate- 
gical side of the question last year and submitted a report thereon 
in June, 1909, in which it is stated that the minimum dimensions 
required by the Admiralty are as follows :? 


Width of floor 
Length of lock 
Width of entrance 
Depth of locks 

It was further reported that only the second, or Loch 
Lomond route, would satisfy the naval requirements. For this 
route the estimated cost given above was $100,000,000 for a 
bottom width of 100 feet; since nothing short of a floor width 
of 148 feet, almost a half greater, will satisfy the Admiralty, 
we must conclude that the total cost of the project would far 
exceed $100,000,000, even granting that estimate for the size 
named to be in reality conservative, something truly unique in 
canal engineering estimates. 

The Royal Commission endeavored to ascertain how much 
financial support for the project could be relied upon from the 
inhabitants of the interested districts, and they found that the 
citizens were not prepared to make the canal themselves, and 
that “it seems doubtful whether they would contribute to the 
cost, if for strategic reasons, . . . . the Loch Lomond route 
were adopted in preference to the direct route, which has hitherto 
been favored by Glasgow opinion.” * Since this second route 

? Report of Royal Com., VII, 183. * Ibid., 182. 
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alone is adapted to naval requirements it is apparent that the fate 
of the project rests in the hands of the imperial government. It 
is accordingly significant to note that the aforementioned Com- 
mittee on Imperial Defense reported that while the canal would 
unquestionably possess some strategical value, “this value 
alone would, however, not be sufficient to warrant any con- 
siderable government expenditure.”* It would seem, there- 
fore, that the project is indefinitely suspended. The government 
is disposed to give no aid for the first-named route, because 
it is strategically valueless; the inhabitants of Glasgow and 
other cities are averse to contributing to the building of the 
second route, because it promises no substantial direct commer- 
cial returns to themselves; and neither party is willing to under- 
take its favored scheme without the co-operation of the other. 

While the prospect that the project will ever be carried to 
execution is exceedingly remote, we may nevertheless profitably 
spend a few moments in a consideration of the above-mentioned 
commercial advantages. For vessels engaged in the coasting 
trade the distance saved would be some four hundred miles. 
Were there no counterbalancing extra costs the reductions 
effected here might be regarded as of some importance; but the 
fact is that whatever savings in fuel there might be because of 
the shorter distance would be largely, if not wholly, dissipated 
by additional expenditures for towage and for extra labor, such 
as tugmen, lock-keepers, and pilots, on the canal. Furthermore, 
since the risks incurred by large ocean vessels in navigating the 
restricted channel of an inland waterway are greatly increased, 
the insurance charges are bound to become very heavy, if not 
altogether prohibitive. Again, the saving in time would be 
largely lost on account of the slow pace necessitated on the canal 
and the innumerable delays, which include half-hour stops at 
every lock. 

In the case of German vessels bound for American ports the 
distance saved would be much less, and it requires an unusually 
elastic imagination to conceive that these ships could be induced 
to encounter the dangers and delays and extra costs of an inland 

* Ibid., 183. 
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waterway for the sake of the mere saving of perhaps two or 
three hundred miles distance in the open ocean. 

Nor can it be considered plausible that these ocean vessels 
would find it to their advantage to enter the canal for the sake 
of picking up freight at Grangemouth or Glasgow. Tramp 
steamers of the old type might possibly do so; but, as the advo- 
cates of this canal themselves say, these wandering vessels are 
becoming scarcer year by year as the demand grows for through 
cargoes on large steamers. To contend in the next sentence that 
German vessels would be likely to load partly at home, then 
cross the North Sea and encounter all the uncertainties of an 
inland waterway in order to finish out their cargoes is, to say 
the least, inconsistent; and it is as improbable as it is lacking in 
consistency. 

Still another inducement was, however, held out to these 
continental vessels, namely, that of cheap bunker coal in Scotland. 
No evidence was submitted to show that it is any cheaper 
than German coal, but granting that it may be slightly cheaper, 
there nevertheless appears scant inducement to German ships. 
No difficulty is experienced by these vessels in carrying sufficient 
coal for the entire journey to the United States; and Scotland 
is at any rate only one day’s journey from the North German 
ports. Moreover, the coal which would still have to be bought 
in Germany for a part of the trip would doubtless cost more 
per ton than when larger amounts were purchased; but on the 
other hand the incidental loading expenses would not be de- 
creased proportionally with the reduced amount of fuel. In 
Scotland the loading equipment and incidental expenses would 
have to be duplicated and, in addition many hours or days of 
valuable time would be wasted during the process of loading. 
They can be fully bunkered in the home port at the same time 
that the cargo is being loaded. These considerations far more 
than offset any slight advantages that might arise from a possi- 
bly lower cost of fuel in Scotland. Hence it is unnecessary to 
enumerate again the further disadvantages in the way of risks, 
extra canal costs, etc. ; 

There is some point to the argument that ships experience 
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difficulty at present in securing a full cargo on either Scottish 
coast, alone. Undoubtedly, the coasting trade would find the 
canal a convenient short-cut. We may grant all the benefits 
that the most optimistic could look for in this respect, and yet 
regard the scheme as wholly impracticable. A minimum esti- 
mate of the cost is $100,000,000, or over $3,000,000 per mile. 
To save such tremendous sums of money, in incidental wages, 
requires eons of time. If the coasting vessels cannot profitably 
carry the traffic around the island, and if it becomes necessary 
to collect all of the shipping upon one or the other coast, a rail- 
way, costing perhaps $200,000 per mile—one-fifteenth of the 
amount of the proposed waterway—can move the traffic across 
country in a much more expeditious and more satisfactory 
manner. 

Thus from whatever point of view we regard this much- 
discussed ship-canal project it appears hopelessly visionary. It 
is well that the citizens of Glasgow have come to the conclusion 
that they will not undertake the project unaided. It is fortunate 
for the present state of the imperial exchequer that the govern- 
ment has not been made to believe that the strategical impor- 


tance is sufficient to warrant the necessary appropriations for 
the carrying-out of the scheme. 


H. G. MouLTton 


Tue UNIVERSITY oF CHICAGO 
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WASHINGTON NOTES 


CHANGE IN TREASURY SYSTEM 
SELF-PROTECTION BY BANKS 

A Stupy or WATER TERMINALS 
RECIPROCITY WITH CANADA 

PLANS FoR ADMINISTRATIVE ECONOMY 
PROGRESS IN THE RATE INQUIRY 

Tue Court or Customs APPEALS 
TRADE WITH THE PHILIPPINES 


Secretary of the Treasury McVeagh, after a careful study of 
present methods of receiving and disbursing public moneys under 
the existing subtreasury system, has determined upon a radical 
reform. A part of the plan was mapped out at a recent meeting 
between the Secretary of the Treasury and a committee repre- 
senting the American Bankers’ Association and has been embodied 
in a formal letter written by Mr. McVeagh to that committee at 
the opening of October. At the meeting in question the bankers 
suggested three plans: (1) that collectors of internal revenue and 
the customs be authorized to accept cashier’s and treasurer’s checks 
of any members of clearing-house associations in subtreasury cities 
where the collectors are located, provided that clearing-house mem- 
bers whose checks are to be so accepted have previously deposited 
with the subtreasuries a sum of money sufficient to cover checks so 
used; (2) that the cost of redemption and reissue, including trans- 
portation, of the government’s own issues of currency should be 
borne by the government, and that an adequate supply thereof 
should be maintained in the various subtreasuries; (3) that gold 
certificates payable to order, authorized by the Act of March 14, 
1900, issued at any subtreasury, except San Francisco, be received 
in payment of any debts due the United States government wherever 
payable ; and that the system of telegraphic transfers be extended so 
as to include transactions between other subtreasury cities, except 
San Francisco. In answer the Secretary now proposes to recom- 
mend to Congress the following plans: (1) that sec. 3473 of the 
Revised Statutes be so amended as to allow collectors of customs 
and of internal revenue to receive certified checks of national 
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banks under such regulations as will insure the collectors and the 
government against loss; (2) that the existing restrictions upon the 
denominations of different kinds of paper money be further relaxed. 
Besides promising to recommend these changes to Congress, the 
Secretary says, with reference to the request that banks in sub- 
treasury cities other than New York be allowed to pay customs 
and internal revenue with checks on deposits in subtreasuries as is 
now done in New York, he has no objection to extending this 
system so as to cover these other cities and so as to include internal 
revenue as customs. He does not think that the government can 
well pay the cost of shipment of unfit money to and from the 
Treasury, as this would involve an outlay of about $300,000 per 
annum, nor is he willing to recommend that gold certificates payable 
to order, isssued at any subtreasury except San Francisco, be 
received in payment of debts due the United States wherever pay- 
able, thus reducing the cost of domestic exchange. 


Returns for the condition of national banks as received by the 
Comptroller of the Currency and published late in September show 
a material increase in the amount of excess reserve above legal 
requirements held by the several classes of institutions. The 
growth of excess reserve has been most 1 rked in the central 
reserve cities and shows that these banks ha. i gradually build- 
ing up a substantial protection against the avy demands of the 
fall crop-moving season. This is a continuation of the movement 
which was noted at the time of the last bank statement on June 
30, but it has a significance considerably greater than that which is 
indicated merely by the figures themselves. The present condition 
shows that the banks not only can, but are willing to, provide for 
periods of stress. This is a belief which has been very generally 
ridiculed and which was absolutely rejected by former Secretary 
Leslie M. Shaw. Mr. Shaw, during his term of office, not only 
devoted much time to actually relieving weakened reserves and 
other bad conditions among the banks, but he also devoted a great 
deal of attention to an active propaganda in favor of the adoption 
of such a plan of relief as a regular policy. The idea of such 
acceptance was seen in its most extreme form in his recommenda- 
tion to Congress that he be provided with a fund of $100,000,000 
to be used at his discretion in relieving conditions that might seem 
to call for such interference. The demand was fortunately ignored 
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by Congress, but in the meantime enough harm had been done 
through the use of the surplus to push the banks considerably 
nearer to the panic conditions of 1907. These conditions gradually 
became aggravated during the administration of Secretary Cortel- 
you, who considered himself obliged to continue the policy which 
had been begun by his predecessor. Eventually the burden of re- 
lieving the panic was transferred almost wholly to the federal 
Treasury. Worst of all was the fact that the banks had in the 
meanwhile become accustomed to rely upon the department for 
aid, so that it was an exceedingly difficult matter to bring them 
back to a self-reliant condition. During the spring of 1910, when 
the reserves had quite generally been reduced through loans made 
directly or indirectly to promote stock and real estate speculations, 
the banks, in many cases, began to recur to the old method of 
getting help. They appealed in May to Secretary McVeagh to 
leave on deposit with them the receipts from the corporation tax 
amounting in all to only about $26,000,000. This demand was 
almost immediately rejected by the Secretary, notwithstanding that 
it received backing from members of Congress. The Secretary 
went farther and practically told the banks that the Treasury would 
be in no position to aid them during the current season, suggesting 
instead the organization of the national currency association pro- 
vided for under the Aldrich-Vreeland Law in order that there 
might be some means of mutual aid in the event of a serious fall 
stringency. The banks were naturally averse to the idea of getting 
their “relief” at a cost of from 5 to 10 per cent. through the use 
of emergency notes, and the result was a wholesome limitation of 
loans and discounts, quite sufficient to protect the combined institu- 
tions against any ordinary demands of the fall season. 


An important investigation on the subject of water terminals 
has been completed by the Bureau of Corporations (Transportation 
by Water in the United States, Part III1). This report deals with 
harbor organization as a factor in transportation—a little-known 
phase of the question of communication by water. Parts I and II 
of the report, already issued, have discussed channels, floating 
equipment, and water-borne traffic. It is now sought to show what 
is the relation between these phases of the transportation problem 
and the question of harbors. Four fundamental requirements are 
found to be necessary to all satisfactory water terminals: good 
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wharves; warehouses and storage facilities; mechanical appliances 
for the transshipment of freight; and belt-line railway connection 
with adjacent railroads and industrial concerns so as to co-ordinate 
water with rail transportation and with local production and dis- 
tribution. The report proceeds to apply these standards for judg- 
ing of the adequacy of water terminals to some of the principal 
ports in the United States. Much of strictly local interest is 
developed in the report, but it is noted generally that a large 
amount of water terminal frontage is everywhere controlled by 
railroads, and that while much of this control is undoubtedly 
necessary and commercially advantageous it is nevertheless to be 
remembered that rail and water systems are supposed to be in 
competition so that the control by one system of the terminals upon 
which a rival system is depending is of serious importance. It is 
also found that railroad frontage in central parts of a congested 
harbor frequently means that through traffic is crowding upon local 
traffic and that the two prime harbor functions—commercial and 
industrial—are unnecessarily in conflict because of unsatisfactory 
harbor organization. Further, the railroads control a large amount 
of water terminals directly or through subsidiary concerns, and on 
the Mississippi River system this general ownership of river front- 
age results in a passive obstruction to its proper use for water 
traffic. In a number of cases, water traffic has been decidedly 
antagonized through the refusal of the use of railroad piers to 
independent lighterage concerns. On the Great Lakes there is com- 
paratively efficient public control of the water front. Things are 
said to be even better managed at the gulf ports and on the Pacific 
coast, where it is believed that the most important steps have been 
taken for the control of wharf property. The Bureau of Corpo- 
rations finds that, although terminal charges such as dockage, ware- 
housing, lighterage, pilotage, etc., are often the determining factor 
in an active transportation system the systems of such charges 
which prevail in the United States at the present time are irregular 
and expensive. In some cases the lighterage charge is absorbed 
by the railroads on through traffic and is used as one method of 
competition. 


The reopening of reciprocity negotiations with Canada, now 
determined upon in Washington and accepted by the Canadian 
government as a necessity, presents a curious and unusual inter- 
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national situation which may have a significant effect upon the 
development of our tariff policy. At the time when the commercial 
agreement with Canada was negotiated last spring under the terms 
of the Payne-Aldrich law, vague assurances of mutual good will 
and probable future understanding were exchanged by the two gov- 
ernments, and shortly afterward it was unofficially stated both at 
Ottawa and at Washington that probably nothing further would be 
done. Developments during the summer have changed this point 
of view, on both sides. Interests throughout the Canadian North- 
west have made plain and positive demands for reciprocity in 
natural products and also for a reduction in Canadian rates on 
American manufactures. In the United States, northwestern inter- 
ests strongly favor reciprocity in natural products while north- 
eastern interests demand the same policy with the addition of free 
trade or reduced rates on wood-pulp, paper, and other items. 
Neither government has had the strength to resist public demand, 
and in consequence negotiations whose success seems to be sincerely 
desired by neither side are on the point of being opened. The 
Taft administration is in a peculiar position because under the 
Payne-Aldrich tariff it has already exhausted its whole power of 
concession so that it must go to Congress for permission to make 
any additional changes in duties. As it has been warned that a 
reciprocity treaty cannot be indorsed by the Senate alone, a voice 
in the matter being demanded by the lower chamber on the ground 
that the measure is of a revenue character, this amounts to a 
pledge that the administration will call for a revision of the tariff. 
As the treaty must be submitted to both houses of Congress and 
as, under present interpretations of the most favored nation clause, 
the concessions we make to Canada must in whole or in part be 
extended to other countries, the problem is in fact as well as in 
theory that of tariff revision. 


President Taft has attempted to make practical the plans for 
administrative economy proposed by his administration during the 
past session of Congress, issuing on the first of October orders for 
the organization of a business methods commission. This action 
has been taken under the authorization of Congress to expend a 
sum not in excess of $100,000 for the purpose of securing informa- 
tion looking to administrative economy and the use of proper busi- 
ness methods. Since the passage of the act, nothing has been done 
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in a general way, there being merely some sporadic efforts here and 
there to bring about administrative economies in the several depart- 
ments. The new commission, which is to consist of several account- 
ants and “business experts,” has not been fully completed in 
membership, but a preliminary plan of organization has been worked 
out. According to this plan, each department of the government is 
to be represented by a committee of three or more persons who are 
to co-operate with the central commission which is to have offices 
at the White House. By the aid of the various independent com- 
mittees the methods of each department are to be passed in review 
and so far as possible uniformity between them is to be established. 
Of course no considerable saving can be made without a change in 
legislative and administrative policy, but it is possible for the com- 
mission to bring about some changes in method that will render 
business rather more speedy and uniform. 


Progress with the railroad rate inquiry at hearings in Chicago, 
New York, and, during the middle of October, in Washington, has 
developed the fact that an important outgrowth of the current dis- 
cussion is a widespread demand for the administrative organization 
of the railroads upon more economical lines. Thus far the roads 
have essentially fallen back upon the statement that they cannot 
“make money”—that is, cannot pay interest and dividends—if they 
are obliged to continue doing business on the present rates with 
wages at the high level they have lately reached, and with com- 
modities equally high in price. Shippers have not attempted to 
deny that rates should be fixed at such a level as will enable the 
roads to pay a fair return upon the capital investment. The most 
recent development of their case, however, is their insistence upon 
the statement that the roads are uneconomically if not wastefully 
organized, that they employ too many men and pay too high salaries 
to officials, and that they fail to buy their goods at reasonable prices. 
The charge of uneconomical management is based upon the claim 
that the administrative forces of the roads are not now upon a 
“business basis.” This is far from harmonizing with the current 
idea of railroad management which ordinarily regards transporta- 
tion as among the most efficiently organized of businesses. Analogy 
is drawn by shippers between the insurance companies which a 
few years ago were proved to be extravagant and wasteful in their 
methods, and the railroads. With reference to commodities, investi- 
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gations made by the shippers are said to have disclosed definitely 
the fact that the railways as a rule buy their commodities through 
supply houses as against the practice of industrial concerns, which 
usually go direct to the manufacturers of the articles they need. 
For this and other reasons, the prices paid by the roads at the 
present time are said to be substantially in excess of those they 
ought, under existing conditions of production, to pay. 


One aspect of the tariff legislation of last year to which com- 
paratively little attention has been paid in current discussion is 
seen in the provision for the organization of a court of customs 
appeals to sit at Washington. It was with great difficulty that the 
administration and the republican leaders of the conservative group 
succeeded in forcing this provision upon Congress. Even after the 
tariff bill had been passed with the customs court provision contained 
in it, the Senate declined to appropriate money for the salaries of 
the prospective judges. This necessitated the postponement of the 
work of organizing the court until the following session of Con- 
gress, when money for it was finally made available and judges 
were appointed. These judges completed the organization of the 
court and began work early in the summer. Three sessions of the 
court have now been held. The jurisdiction of the new tribunal 
includes all matters relating to customs administration and cases 
have been transferred to it from all United States circuit and 
district courts which previously had jurisdiction. It is an inter- 
esting fact that the methods of carrying on the customs service 
at the present time are such that only a relatively limited number 
of cases has come before the court. So small is the amount of 
work in prospect that plans are already on foot for extending the 
duties of the organization by giving it control of patent cases. 
Meantime, the court itself has shown a disposition, in the few de- 
cisions already handed down, to extend the scope of its own juris- 
diction as much as possible. There has also been an apparent will- 
ingness to lean to the higher rates of duty in all those cases where 
any doubt could be said to exist with respect to a choice between 
higher and lower rates. 


The closing of a year’s operations under the special concessions 
extended to the Philippines by the Payne-Aldrich law has rendered 
it possible to draw some conclusions with reference to the probable 
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effect of that law upon the economic prospects of our eastern 
possessions. It will be recalled that, whereas the Payne-Aldrich law 
permitted the entry of all American goods into the Islands with- 
out the payment of duty, it extended the same privilege to Philip- 
pine exports to the United States only in so far as they did -not 
consist of sugar and tobacco. Of sugar, the free introduction of 
not to exceed 300,000 tons annually was permitted, while 150,000,- 
000 cigars and 300,000 pounds of filler tobacco could likewise be 
sent here free. On the whole, the experiment has shown that this 
attempt at freer trade is likely to result to the decided benefit of the 
Islands. Their total exports for the year ending with June 30, 
1910, were $39,864,000 as against $30,993,563 for the year ending 
June 30, 1909. Of this amount, $18,741,000 was exported to the 
United States during the same period as against $10,215,331 during 
the year before. Although the general increase in trade is unmis- 
takable, the improvement in the gross volume of exports of sugar 
and tobacco has not been what was expected. Only 91,000,000 
cigars were sent to the United States during the year ending 
August I, 1910, instead of the 150,000,000 that might have been 
shipped here, while only 125,000 tons of sugar were exported free 
to the United States instead of the permitted 300,000 tons. The 
conclusion has inevitably been drawn that a considerable change 
in methods and extent of agriculture must be brought about before 
the Philippine Islands can be developed into a prosperous colonial 
possession—a long and difficult undertaking. In the effort to fur- 
ther the process, the administration has seen fit through a question- 
able interpretation of the land laws (limiting the area to be held by 
one person or corporation) to permit the beginnings of a planta- 
tion or “large-culture” system. About 55,000 acres of sugar land 
have been sold, with this object in mind, to agents of the American 
Sugar Refining Company. 
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Frederick William Maitland. By H. A. L. Fisher. Cambridge: The Uni- 

versity Press, 1910. 8vo, pp. 179. 

This account of Maitland’s life and work, which the writer modestly calls 
“a biographical sketch,” cannot fail to interest the economic student. Maitland 
was primarily a great historian but he did not revolutionize the history of English 
law without opening up new and luminous pathways into England’s social and 
economic history. And it is not so much the matter of Maitland’s work, rare 
as it is, but rather the method and manner of it, by which the student 
profits most. There is probably no sincere student of economic history today, 
either English or American, who does not feel under conscious obligation to 
Maitland’s pioneering spirit, and his “gift and passion” for work. “It is so 
pleasant to build theories; so painful to discover facts. Maitland was strong 
enough to resist the temptation to premature theorizing about the beginnings of 
human society He knew exactly what required to be done and gallantly 
faced long hours of unremunerative drudgery in the sure and exultant faith that 
the end was worth the labor.” 

It is not necessary to review here the events of Maitland’s life. Of special 
interest, however, is the fact that at Cambridge where he was a classmate and 
competitor for class honors with William Cunningham, he was fortunate in coming 
under the influence of Henry Sidgwick, whom he regarded as a “supremely great 
teacher.” It was the “idle whim of an idle undergraduate” that first led him 
into Sidgwick’s lecture-room, but as the terms went by, the devoted group who 
gathered there came, as Maitland later said, “to think of lecture time as the best 
time we had in Cambridge; and some of us looking back now [after Sidgwick’s 
death] can say that it was in a very true sense the best time that we have had 
in our lives The matter of the lectures, the theories, and the arguments 
might be forgotten; but the method remained, as an ideal—an unattainable ideal 
perhaps, but a model of perfect work.” 

Failing to obtain a fellowship at Trinity, Maitland left Cambridge and, 
following the course marked out by family tradition, became a barrister at 
Lincoln’s Inn. There, we are told, he began to have misgivings about a pro- 
fession which might cause him to give up the studious reading which had “become 
very dear” to him, but he found time to give a course of “valuable” lectures 
in political economy to a class of working-men. While there, too, the friend- 
ship with Sir Frederick Pollock began “which lasted in unbroken intimacy and 
frequent intellectual communion to the end.” 

It was, however, not Pollock but Vinogradoff of Oxford, then a Russian 
student only temporarily in England, from whom Maitland received the inspiration 
which led him to plunge into “that matchless collection of documents for the 
legal and social history of the Middle Ages, which England had continuously 
preserved and continuously neglected.” Within a year Maitland had published, 
with a dedication to Paul Vinogradoff, a small volume, Pleas of the Crown for 
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the County of Gisucester, which promised a rich harvest of future work. In that 
same epochal year he was recalled to Cambridge and gave up the bar. 

His brilliant career from that time, the wonderful quantity and quality of 
the work which he accomplished in spite of the heavy handicap laid on him by 
ill-health, his academic honors and distinctions, his participation in college and 
university affairs, his friendship with Lord Acton which led to the Cambridge 
Modern History, his interest in the work of his pupil and disciple Mary Bateson, 
who under his direction became, as Mr. Fisher rightly says, “one of the best 
mediaevalists in England,” and finally the dreary winters of exile so cheerfully 
borne, need not be reviewed here. The story is all admirably told, with illustra- 
tions from Maitland’s characteristic correspondence, in the present volume. 

Some words which Maitland wrote of Mary Bateson after her tragic early 
death—“the hunger and thirst for knowledge, the keen delight in the chase, the 
good-humoured willingness to admit that the scent was false, the eager desire 
to get on with the work, the cheerful resolution to go back and begin again, 
the broad good sense and the unaffected modesty”—apply so well to his own work 
that it seemed proper to quote them here. After all, it was the modesty of which 
he speaks which was perhaps Maitland’s most characteristic quality and it had 
a very real influence on his work. “No one was more entirely free from self- 
importance or from any desire to defend, after they had become untenable, 
positions which he had once been inclined to maintain. He possessed a gift 
which is far rarer than it is generally supposed to be and is often very imper- 
fectly possessed by learned men, an intense and disinterested passion for truth, 
a passion so pure that he would speak with genuine enthusiasm of such criti- 
cism of his own work as he judged to be well founded and to constitute a positive 
addition to knowledge.” 

EpitH ABBOTT 

Cuicaco ScHoot or Civics AND PHILANTHROPY 


Corporation Finance. By Witt1aM H. Loven, Jr. Modern Business, Vol. IV. 
New York: Alexander Hamilton Institute, 1909. 8vo, pp. xix+48o. 
$3.50. 

We can heartily agree with the author’s declaration that the recent and rapid 
spread of the corporate form of organization has made it desirable that every man, 
for his own protection and advancement, should have some knowledge of the 
“principles and methods governing the promotion, organization, and management 
of modern corporations” to the exposition of which this volume is devoted. The 
book is “intended primarily for the information and guidance of business men of 
all stations and degrees,” but it is also expected to prove useful to brokers, 
lawyers, bankers, and accountants.. We would also add that anyone at all familiar 
with the widespread ignorance of the subject among college students, even at the 
period of their graduation, must have become convinced that the teaching of 
such a subject in our colleges might contribute quite as much to the future happi- 
ness and well-being of the student as do many of the subjects now offered. 

In this volume the author first takes up the elements of corporation law, 
including the nature, forms, legal status, and organization of corporations. There 
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follows an exposition of the methods used in raising funds, by loans, mortgages, 
and the various forms of bonds; the ways of promoting a corporation and selling 
its securities; the financial management of a corporation, including practices of 
manipulation on the part of officers, directors, and stockholders; and, finally, the 
question of insolvency and reorganization. 

The author’s method of exposition is particularly praiseworthy ; it is simple, 
direct, and admirably clear in organization. Illustrations from actual experience 
afford an interesting and valuable addition. No attempt has been made at any 
elaborate discussion of the subject, nor does the volume include much that can 
be considered as a new and important contribution. For some purposes—notably 
college use—it is unfortunate that the questions are dealt with, as the author 
notes, simply from the standpoint of corporation officials, something which results 
in the omission of any treatment of such problems as are involved in the regu- 
lation of corporations, reforms in corporation law, etc. At a time when the 
corporation problem—so often confused with the trust problem—is rising to such 
prominence the interests of the investor and the social point of view cannot be 
given too much attention. The point of view chosen is doubtless due partly to 
the limitation of space and partly to the fact, as we understand it, that the book 
was more immediately devised for use in a correspondence course, where the 
broader point of view is not in such demand, however desirable it may appear to 
some. For such use, aside from this objection, the book is very well fitted, and 
for others also it probably affords the best general presentation of the subject 
now available. 

Cuester W. WRIGHT 

Tue UNiversity oF CHICAGO 


Analysis of Earnings, United States Steel Corporation. By CHartes W. 

Tarntor. Boston, 1909. 

The way in which statistical training and diagrams can be used in practical 
business affairs is well illustrated by this excellent piece of work. The chart is 
admirably executed, clearly portraying by means of curves the total earnings by 
quarters since the organization of the company and “the way in which the earn- 
ings have been allotted to dividends, interest, improvements, additions, deprecia- 
tion, etc. The accompanying concise description and analysis is directed toward 
showing the investment value of the company’s securities. Emphasis is placed 
on the conservatism of the financial policy which has reserved for investment in 
plant more than one dollar for every dollar paid out in dividends on both com- 
mon and preferred stock, and over three dollars and forty-five cents for every 
dollar paid out on common stock. It is concluded that eventually the preferred 
stock may well sell close to a 5 per cent. basis and that the common stock will 
justify a price of at least par if not higher. 


La crise anglaise. By PHuirre Mutter. Paris: Librairie Armand Colin, 
1910. 8vo, pp. x+291. F. 3.50. 


The author, as correspondent of the Temps, closely followed the recent elec- 
tion in England and here presents a study of the election and the issues involved 
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—the reform of the House of Lords, the fiscal question, the land question, and 
the problem of the tariff. He concludes that on the constitutional issues there 
will be a compromise and that the country should “return to the land” to recover 
youth and elasticity by throwing off the neurasthenia which menaces the nation. 
On the question of tariff reform he declares that the free-trade party, inactive and 
clinging to worn-out formulas, will sooner or later lose as a result of an enfran- 
chised and enlightened people’s demand for a better distribution of riches. The 
marked protectionist bias mars an otherwise interesting study. 


The Iron-Ore Resources of the World. An Inquiry Made upon the Initiative 
of the Executive Committee of the XI International Geological Congress. 
Edited by J. G. ANpeRsson. 2 vols. and atlas. Stockholm: General- 
stabens Litografiska Anstalt, 1910. 4to, pp. Ixxix+1068. £3. 

When Mr. Roosevelt’s proposed international congress on the conservation of 
natural resources meets, it will find that a portion of its task—the calculation of 
the natural resources of the world—has already been accomplished in the case 
of iron through the admirable success attained by the Committee of the Inter- 
national Geological Congress in gathering and publishing the material contained 
in these volumes. We know of no other undertaking of this character which has 
been so well carried out. The publishers are also entitled to praise for the 
excellence of the form in which the results appear. 

The committee in charge sought to obtain—in the main from experts in each 
country—reports, written in English, French, or German, on the iron-ore resources 
of all countries of the globe, so far as known. Naturally the reports vary con- 
siderably in length and thoroughness. Most of the more important countries are 
covered in from twenty to forty pages, and the smaller countries in from five 
to ten pages, but Hungary and Russia are apportioned over a hundred pages each. 
The same variation is found in the number and detail of the accompanying maps. 
Besides the reports there is an excellent synoptical table and a summary by 
countries and for the world. In the latter, contributed by Professor Sjégren, it is 
estimated that the total known and recorded iron-ore resources of the world 
amount to about 10,000 million tons of iron actual reserves and over 53,000 
million tons of iron potential reserve, plus an enormous unestimated amount. The 
present actual resources if used exclusively, assuming the present rate of increase 
in consumption to continue, would last, we are told, about sixty years. 


Addresses and Papers on Life Insurance and Other Subjects, By Joun F. 
Drypen. Newark, New Jersey: The Prudential Insurance Company of 
America, 1910. 8vo, pp. 330. 


The growing importance of the problem of working-men’s insurance, the great 
success which has followed the introduction of industrial insurance into this 
country since the founding of the Prudential Insurance Company in 1875, and the 
prominent part played by the company in that history should serve to interest 
many in the addresses and papers here collected. While centering about the 
achievements of the Prudential, these papers touch upon such topics as the method 
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and practice of industrial insurance, life insurance as a career, the taxation of life 
insurance, and the regulation of insurance by the federal government, not to 
mention the rather out-of-place speeches on the Panama Canal and Lincoln and 
Hamilton with which the volume concludes. 


Social Insurance. A Program of Social Reform. By Henry R. Seacer. 

New York: Macmillan, 1910. 8vo, pp. 175. $1.00 net. 

The purpose of these lectures (the Kennedy Lectures of 1910), we are told, 
is to insist that in certain sections of the country where manufacturing and trade 
are dominant, cities have arisen, and the wage-earner is the typical American 
citizen—“ the simple creed of individualism is no longer adequate.” What is 
needed there is “a clear appreciation of the conditions that make for the 
common welfare, as contrasted with individual success, and an aggressive pro- 
gram of governmental control and regulation to maintain these conditions.” The 
individualist ideal, however excellent, is regarded as impracticable, because: 
(1) there is little or no evidence that wage-earners are becoming more provident 
in their habits; and (2) this failure to provide for the future tends to increase 
the hody of unorganized, unskilled workers whose competition opposes the progress 
of wage-earners all along the line. In relying on the program of individualism 
little progress has been made toward exterminating poverty; it is “little better 
than a program of despair.” The bulk of the lectures is devoted to a general 
statement as to the failure of the wage-earner to provide for himself against 
accidents, illness, premature death, unemployment, and old age, and the collective 
remedies therefor, which consist in “protecting wage-earners’ families which 
have developed standards of living from losing them, and in helping wage-earning 
families without standards to gain them.” The first is to be obtained through a 
system of compulsory insurance; the second by withdrawing from competitive 
industries the lowest grade of workers, the tramps and casuals, and giving them 
industrial training in graded farm and industrial colonies. The lectures afford 
the general public an excellent presentation of some modern remedies for some 
of our pressing industrial evils. 


The Railway Library, 1909. Edited by Stason THompson. Chicago: The 

Gunthorp-Warren Printing Co., 1910. 8vo, pp. 403. 

The first of a proposed annual series of volumes including chapters, papers, 
and addresses, mostly published during the year. Two sections are devoted to 
early railroad history, but most deal with present-day railroad problems. They 
are written from the railroad point of view, many by railroad men, and, as the 
editor remarks, they reflect the prevailing sentiments of all thoughtful railway 
officials and the alarm of men “who are at the helm and who see the financial 
breakers upon which the fierce blasts of political exigency are driving the railways.” 


Industrial Training. New York Bureau of Labor Statistics Report, 1908. 
Part I. Albany: State Department of Labor, 1909. 8vo, pp. vit+394. 


The object of the investigation the results of which are embodied in this 
report was “to determine the general relation of supply and demand in regard 
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to skilled labor in the state, the conditions under which boys and girls enter the 
industries and their chances for advancement, together with the opinions of both 
employers and employees as to the value and need of industrial training outside 
of commercial establishments.” The industries investigated include “the promi- 
nent skilled trades and the important mill and factory industries employing low 
or medium skilled labor.” 

The most interesting and valuable portion of the report is the investigation 
concerning the entrance and advancement in the different industries. Other parts 
deal with the attitude of labor unions and employers on the question, the rules 
of the unions, the laws of New York, and a description of the institutions 
offering industrial training. There is also an excellent selected and annotated 
bibliography of the subject. 

The investigation concludes that there is need of skilled labor, male and 
female, in certain specified industries ; that in the machine, printing, and building 
trades the apprenticeship system can be made more useful; that the need of 
general industrial or preparatory schools for boys and girls between fourteen and 
sixteen years of age is emphatically testified to by employers in all the indus- 
tries and agreed to by the labor unions; that practical trade schools are most 
needed in the machine and building trades, and are urged by the employers 
elsewhere; that the extension of evening schools is generally demanded by the 
employers. 
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tAaronsohn, Aaron. Agricultural and 
botanical explorations in Palestine. 
1910. 64p. (Bur. of plant industry. 
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